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The Federal Reserve Bulletin is distributed without charge 
to member banks of the system and to the officers and directors 
of Federal Reserve Banks. In sending the Bulletin to others the 
Board feels that a subscription should be required. It has 
accordingly fixed a subscription price of $2 per annum. Single 
copies will be sold at 20 cents. Foreign postage should be added 
when it will be required. Remittances should be made to the 
Federal Reserve Board. Member banks desiring to have the 
Bulletin supplied to their directors may have it sent to not less 
than ten names at a subscription price of $1 per year. 
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REVIEW OF THE MONTH. 


Proposed amendments to the Federal Re- 
serve Act have been completed, several not at 
first included in the Board’s program have been 
added to those finally submitted; the annual 
report has been completed and is now in the 
hands of the printer. A complete review of 
the working of the Federal Reserve System for 
the year, including a report from the chairman 
of each Federal Reserve Bank, has been pre- 
pared and put into form for publication in con- 


nection with the annual report itself, during the | 


past month. In explanation of the suggested 
amendments Governor Harding has been given 
three formal hearings by the Committee on 
Banking and Currency of the House of Repre- 
sentatives, and has arranged for similar con- 
ferences with the Committee on Banking and 
Currency of the Senate. Elsewhere in this 
issue is printed the complete text of the amend- 
ments to the act as recommended by the Board 
and as introduced in Congress, together with 
an explanatory statement made public at the 
time the amendments were introduced. The 
recommendations thus, made constitute, as a 
-whole, the Board’s program of policies de- 
signed to provide a means of dealing with the 
gold situation, as affected by the supplies of 
the metal which continue to be so largely 
imported. 
The inward gold movement has continued 
unabated during the four weeks 
importation." ending January 12, 1917, total 
gold imports for the period— 
$131,907,000—exceeding the gold exports by 
$112;857,000. The corresponding figures for 
1916 are: Total gold imports $29,769,000 and 








net gold imports $19,316,000. The detailed 
figures for the movement since the opening of 
the war are as follows: 


Gold imports and exports of the United States from Aug. 
1, 1914, to Jan. 12, 1917. 











{In thousands of dollars.) 
Excess 
Imports. | Exports. — 
exports. 
Ang. 1 to Dec. 31, 1914................ 23. 
Jan. 1 to Dee. 31, 1915........2.2.227. ii 068 eat 130 6 
Jan. 1.to Dec. 31, 1916. ............... 685,745 |. 155,793 | 529,952 
Jan. 1 to Jam. 12, 1917...... 2.2.2.2... 51,712} 13,615) 88,097 
ae ER SG ne Ra! 1, 212, 665 | 305,806 | 906, 














These importations have been drawn from 
a yariety of sources. They have been prima- 
rily due to the continuing balance of trade in 
fayor of the United States. New foreign 
loans since offered have furnished additional 
means of checking further gold movements 
or the present at least. Current announce- 
ments indicate that these loans are to be cast 
in an investment form. It is therefore to be 
expected that investments in the new securities 
offering will be made with the clear under- 
standing on the part of the community that 
they can not properly be regarded as repre- 
senting commercial banking resources immedi- 
ately conyertible into cash. 

The question of what general policy should 
be pursued by the banks of the country, and 
particularly by the Federal Reserye Banks, 
in view of the gold situation and the con- 
tinued expansion of bank loans promises to 
continue to be a mattter of first importance for 
some time to come. The Board’s view of the 
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general situation has been fully set forth 
during the past few weeks, and its program 
of action with respéct to legislation has been 
made clear. It is evident, however, that the 
immediate policy of the Federal Reserve Banks 
in regard to discounts and open market opera- 
- tions must be shaped in consonance with the 
Board’s ideas as to the general situation. 

In view of the fact that the rate for bank- 
ers’ acceptances recently main- 
tained by the Federal Reserve 
Banks has been somewhat high- 
er than the open-market rate, the holdings of 
acceptances by the Federal Reserve Banks. 
have been materially reduced during the past 
weeks. During the month, December 12 to Jan- 
uary 12, as already seen, the net gold imports 
into the United States amounted to about 
$112,000,000. Excess reserves have materi- 
ally increased in consequence. It may be 
assumed that this plethora of gold is not en- 
tirely a natural one and that much of it will be 
absorbed in consequence of issues of new securi- 
ties, after which the country will probably wit- 
ness again the same development that has been 
characteristic of similar periods in the recent’ 
past—a condition in which the deposit and 
loan structure will again expand so as to absorb 
large portions of the new gold. 

There is general agreement that this contin- 
uous and rapid growth of deposits and loans is 
not without danger. With the present ease 


Policy of Federal 
Reserve Banks. 


Bosto 
of money, it would appear, therefore, to be a | Peinaa 


wise policy to permit the earning assets of 
the Federal Reserve Banks to be reduced 
by a substantial percentage, and thereby to 
absorb, temporarily at least, an equivalent 
amount of the newly imported gold. Of course 
such a policy will be carried out in a careful 
way, and no definite figure to which the in- 
vestments of the Federal Reserve Banks should 
“be reduced can be set. Changes in conditions 
may occur at any moment which may render 
it necessary to reverse such a policy or to apply 
it even more energetically. During the past 
few weeks Federal Reserve Banks have operated 





along these lines with very good results, and 
acceptances and rediscounts have been re- 
duced by about $40,000,000 since they reached 
their highest point, erly in December. So 
long as the present ease continues there should 
be little difficulty in continuing the present 
policy. By permitting the open market’ to 
absorb the bankers’ acceptances, the additional 
object is gained of acquainting member banks 
with dealing in acceptances and their becoming 
accustomed to investing in them. 

Investment operations of the Federal Re- 
serve Banks for the four weeks 
ending January 19 were, in 
accord with the policy just out- 
lined, on a considerably smaller scale than for the 
four weeks immediately preceding. This may be 
seen from a comparison of the figures of total 
earning assets held by the banks on December 
29, 1916, $222,082,000, and on January 26, 
1917,¥$181,426,000. The net liquidation in all 
classes of investments for the four weeks under 
discussion amounts to $40,656,000. Liquida- 
tion of bills discounted and bought in open 
market was even greater, as indicated by the 
following table showing the total holdings of 
bills by each Federal Reserve Bank on Decem- 
ber 29, 1916, and January 26, 1917: 


Transactions at 
Reserve Banks. 





Dec. 29, 1916, | Jan. 26, 1917. 





$16, 452, 000 


16, 663, 000 

















Gains of $3,274,000 shown in the amount 
of municipal warrants and of’ $355,000 in the 
amount of United States securities owned 
account for the smaller total decrease in total 
investments shown above. 
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In continuation of similar statements, there 
are herewith given the most 
PE nc condi- vocent. data showing changes 
during January, 1917, in the 
reserve condition of banks in the principal east- 
ern cities. On the whole the position of these 
banks about the end of January appears 
stronger than a month before. Thus the 
reserve percentage of the 60 banks forming the 
New York Clearing House Association—as 
indicated by the ratio of their total reserves 
to their net demand deposits—rose from 20.5 
per cent on December 23, 1916, to 22.3 per 
cent on January 6, and to 25.2 per cent on 
January 20, 1917. These percentages are 
based upon returns from 31 banks which are 
members of the Federal Reserve System and 
29 nonmembers. Similarly, reports of the 
New York State Banking Department for the 
State banks in Greater New York indicate a 
gradual rise of the reserve percentage from 26 
per cent on December 30, 1916, to 28 per cent 
on January 13, followed by a decline to 26.6 per 
cent on January 20, 1917. Reports for the 
trust companies in Greater, New York are even 
more favorable, the reserve percentages show- 
ing a steady rise for the four weeks from 21.7 
to 26.9 per cent. 

The average excess reserves of the 34 national 
banks and 7 trust companies, constituting the 
Philadelphia Clearing House Association, dur- 
ing the same period, steadily increased from 
$19,323,000 to $44,406,000, while like figures 
for the associated 10 national banks and the 
the Old Colony Trust Company of Boston, all 
members of the Federal Reserve System, 
show an increase for the four weeks from 
$25,886,000 to $42,314,000. 

Further effort.has been made by the Federal 
Reserve Board during the past 

ss nme month toward the develop- 
ment of its policy with re- 

spect to foreign connections. This would in 
any event be a logical continuance of the policy 
already announced and exemplified in the pro- 
jected arrangement with the Bank of England 
whereby the latter institution would act as for- 
eign. agent of the Federal Reserve System in 





Great Brita. The exchange situation be- 
tween the. United States and various foreign 
countries has, however, developed in such a 
way as to make further action at an early date 
desirable. Thissituation has found special illus- 
tration in quotations for exchange on certain 
South American countries, as well as on Spain, 
and in a lesser degree, in oriental exchange re- 
lationships. The policy which is being recom- 
mended by the Board for the purpose of im- 
proving these conditions is that: of receiving 
gold at Federal Reserve Banks for account of 
designated foreign institutions of the countries 
with which such exchange relationships are 
established. Gold so received is ‘‘ear-mark- 
ed’’—that is to say, it is held as a special or 
trust fund, remaining thus the property of the 
foreign institution by which deposited, and 
being held to avoid unnecessary, costly, or 
dangerous transportation. in the belief that 
eventually every purpose will be served by re- 
taining it in the United States. An extension 
of these relationships with foreign banks is 
probable as soon as conditions permit, the 
Board’s policy in this regard being the same 
as that already announced when similar prob- 
lems have been under consideration on former 
occasions. 

As already stated in a previous number of 
the Federal Reserve Bulletin, 
certain appeals made to the 
Board under the terms of the 
Clayton Act had been only temporarily settled 
during the early autumn, it being understood 
that further action might be taken with respect 
to the directorships the status of which was thus 
in doubt, after more opportunity had been 
afforded for investigation and discussion... It 
was agreed that the matter should be reconsid- 
ered on or about January 1,1917. The cases in 
question were those of certain directors attached 
to large institutions whose operations covered a 
wide extent of territory, and which might, there- 


Work under the 
Clayton Act. 


fore, be theoretically considered to-be in com- 


petition with one another. at some point or 
points in their common field. Further inves- 
tigation of the matter convinced the Board 
that the, situation was one that.was likely, in 
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some degree at least, to be affected by the proc- 
ess of shifting reserves from city correspond- 
ents to Federal Reserve Banks, which, under 
provisions of existing law, is to be consum- 
mated on November 16, 1917, or sooner should 
the amendments reco...mended by the Board 
be enacted. It was, therefore, thought best 
to continue for not to exceed another year, the 
tentative approval which had been given to the 
retention of these directorships by the directors 
making applications, though it was indicated 
in each case that the consent so accorded was 
tentative orly and that further investigation 
would be undertaken for the purpose of ar- 
riving at a final conclusion. In fact, here, as 
elsewhere, the Board’s work with reference to 
the application of the Kern amendment to the 
Clayton Act must be regarded as a continuing 
operation which can never be definitely fin- 
ished. New facts or evidence bearing upon the 
business of given institutions may at any time 
develop, or the natural growth of the business 
of given institutions may be sch as to bring 
them into substantial competition, although 
they were not previously regarded as being so. 
It will, therefore, naturally be necessary from 
time to time to revise the decisions already 
made, or conditions may be such as to neces- 


granted in certain cases, in order to deal ap- 
propriately with new conditions without at the 
same time subjecting some directors to a rule 
different from that applied in the cases of others. 

Various conferences have 
been held by the Federal Re- 
serve Board during the past 
month with representatives of Federal Reserve 
Banks. On January 22-23 a special commit- 
tee of five, selected from the governors of the 
banks, held a session at Washington for the 
purpose of considering the matter of immedi- 
ate credit between Federal Reserve Banks for 
checks drawn on Federal Reserve Banks, 
Other conferences relating to special matters 
of pending interest have been held from time 
to time with representatives of the various 
banks. The choice of Class C directors has 
been completed with the exception of one 


Internal affairs of 
the system. 


bank, the vacant directorship at which is soon 
to be filled. Salary readjustments for the 
year 1917 have been approved and notice in 
accordance therewith sent to the Federal Re- 
serve Agents to be communicated to the re- 
spective boards of directors. All existing 
designations of Federal Reserve Agents and 
Deputy Federal Reserve Agents not altered 
through the retirement of former incumbents 
and the appointment of new ones, have been 
renewed and confirmed for the year 1917. 
Reserve bank dividend liabilities, which have 
been a matter of discussion and consequently 
unsettled, as a result of the transfer of member 
banks from one district to another, have been 
adjusted upon conditions arrived at by dis- 
cussion and mutual agreement between the 
Federal Reserve Banks affected by such 
changes. 

The application of the First National Bank 
of Boston to open a branch at Buenos Aires, 
Argentine Republic, was granted by the Board 
on January 29. 


Immediate Availability of Drafts. 


Acting upon a report submitted by a com- 
mittee appointed by governors of Federal Re- 


sitate the revocation of permission already | S°Fve Banks, the Federal Reserve Board on 





January 23 approved a plan for making imme- 
diately available at par drafts drawn by mem- 
ber banks on Federal Reserve Banks. While 
it was recommended by the committee of gov- 
ernors that at the outset the privilege of draw- 
ing such drafts should be limited to country 
banks, or, in other words, to those carrying a 
12 per cent reserve, the Board suggested that 
all member banks be permitted to participate 
in the arrangement, with a limitation of $10,000 
per day as the total that may be drawn by any 
one bank. The letter of the Governor of the 
Board to the chairman of the committee, sent 
out on January 25, is given below. Following 
it is the report submitted by the committee. 
In addition to the committee, Gov. Aiken, of 
Boston, was present at the conference. 

The Federal Reserve Board this afternoon 
approved and adopted the report of the com- 
mittee of governors in the matter of making 
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immediately available at par drafts drawn by | 
member banks against Federal Reserve Banks, 

with one modification, to wit, that all member 

banks and not merely those which are country 
banks, may be allowed to participate in the 
arrangement, the limitation, however, in all 
cases to remain at $10,000 per day as the total | 
that may be drawn by any one bank. 

The Board regards the plan suggested by the 
governors’ committee as the first and essential 
step that must be taken, and suggests that the 
circular which you propose to send out state 
clearly that it is proposed to develop the plan 
and that the limitation adopted is not intended 
to be permanent, but only a temporary safe- | 
guard. It might be well to point out also that 
as the limitation to $10,000 per day would to a 
great extent prevent the larger banks in the | 
cities from making use of the new facilities, the 
country banks will be the immediate benefi- 
ciaries. The Board would suggest that the 
circular, which should contain a facsimile of the 
proposed form of draft, be issued as soon as it 
can be prepared, and that the plan be made 
effective as early as possible, and not later than 
April ist. The Board feels it is important that 
Federal Reserve Banks should get themselves 
in readiness to extend to their members more 
of the facilities which have hitherto been given 
by city banks to their country correspondents, 
such as the collection of drafts and maturing 
paper, and the Board believes that it would be | 
well for a statement regarding this to be made. 
in the circular. It is understood that the cir- 
cular will be prepared and signed by the com- 
mittee of governors who made the report and 
that copies of it will be sent by the committee 
to each of the Federal Reserve Banks for dis- 
tribution. | 

The Board will be obliged if you would, 
kindly have a draft of the circular sent to it for | 
its information before it is made 
distributed. 


A meeting of the committee for discussion of thé 
plan to make drafts wpon Federal Reservé 
Banks acceptable to immediate availability at 
par in all Federal Reserve Banks. Meeting 
eld Monday, January 22, 1917, Washington, 
D. C., at 10.25 o'clock a.m. | 
Present: Messrs. Treman (chairman), Me- | 
Dougal, Seay, Rhoads, Fancher, McKay, and | 
Hendricks. Mr. Hendricks was appointed sec- | 
retary to the meeting. 


77593—17 2 


public or | 
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At the last conference of governors there was 
a joint session with members of the Federal Re- 
serve Board, at which the above-mentioned 
topic was discussed, and at that time the fol- 
lowing vote was adopted: 

‘* Voted: That the chairman be authorized to 
appomnt a committee of five to confer with the 

ederal Reserve Board and assist in preparing 
a plan in connection with the immediate availa- 
bility of drafts on Federal Reserve Banks.” 

After informal discussion of the plan as out- 
lined by Gov. Seay, it was the unanimous opin- 
ion of this committee that when the finai trans- 
fer of reserves becomes effective, in accordance 
with the amendment which is now before Con- 
gress, some machinery should be in readiness to 
provide for the transfer of funds for such banks 
as have been in the habit of using drafts on cen- 
tral reserve cities; and in conformity with this 
view the committee unanimously agreed upon 
the following plan: 

(1) That the privilege of drawing “ Federal 
Reserve exchange”’ drafts should be limited to 
the country banks, or, in other words, to those 
banks carrying a 12 per cent reserve; 

(2) That the drafts should be limited as to 
the amount drawn in any one day by a member 
bank to $10,000; 

(3) That the drafts should be drawn by mem- 
ber banks upon their own Federal Reserve 
Bank and made receivable for immediate avail- 
ability at par at any one Federal Reserve Bank 
specified in the draft; 

(4) That a special uniform form of draft be 


adopted by all the Federal Reserve Banks, such 
drafts when drawn upon this form to be the 


only ones which are receivable for immediate 
credit at par; 

(5) That the drawing bank be required to 
Rive immediate advice to its Federal Reserve 

ank of all ‘‘ Federal Reserve exchange” drafts 
drawn, and that such drafts be immediately 
charged to the member bank’s account on re- 
ceipt of advice; 

(6) That this plan become operative when 
the final transfer of reserves has become effec- 
tive and be made available to such member 


| banks as may agree to terms formulated by the 
Federal Reserve Bank. 


The committee then discussed whether it 
would be necessary to immediately inaugurate 


daily settlements in the gold-settlement fund, 


and, on motion by Gov. Seay, it was moved and 
carried that, in the opinion of the committee, 


|under the existing conditions and the terms 
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above recited, there would be no necessity for 
daily settlements through the gold-settlement 
fund at the present time. 

The committee next considered the advisa- 
bility of putting into operation at this time the 
Gidney dies of a silver and legal fund. After 
discussion, on motion of Gov. Seay, it was 
moved and carried that, under existing condi- 
tions, there is no necessity for establishing such 
a fund at this time. 


National Bank Examiner at New York. 


Hon. William P. Malburn, Assistant Secre- 
tary of the Treasury, in charge of fiscal 
bureaus, resigned on January 24 to accept 
appointment as chief national bank examiner 
for the Second Federal Reserve District, with 
headquarters at New York. Mr. Malburn, who 
takes the place of Mr. Charles Starek, was 
appointed Assistant Secretary of the Treasury 
in March, 1914, and prior to that time prac- 
tised law in Denver, Colo. 


Status of the Clearance System. 


In answer to a letter of inquiry from a leading 
western firm doing a large wholesale dry goods 
business, the following statement of the present 
status of the collection system under the 
Federal Reserve Act has been transmitted by 
a member of the Federal Reserve Board: 


The check clearing and collection plan which 
was established by the Board last year and 


which began operations on July 15, has so far 
fulfilled the expectations of the Board, and 
has, I think, demonstrated its feasibility and 
usefulness. 

The collection system is not yet complete, as 
the Federal Reserve Banks do not handle 
checks on all State banks and trust companies, 
although the total number of banks on their 
lists now aggregates more than 15,000. The 
Board has, however, formulated a plan which 
is dependent somewhat upon the effect of a 
proposed amendment which it has transmitted 
to the Committee on Banking and Currency 
in the Senate and House, which will enable 
the Federal Reserve Banks to collect checks 
drawn upon any bank or trust company in 





the United States, and we hope that within 
90 days the check clearing system will be 
comprehensive and all embracing. It is only 
fair to say that a number of banks, particu- 
larly those in the smaller towns, are not yet 
reconciled to the check clearing provisions of 
section 16 of the Federal Reserve Act which 
the Board has endeavored to put into full 
operation. It has been the custom of these 
banks to make an exchange charge in remit- 
ting for checks drawn on themselves, while 
under the new system they are obliged to 
remit to Federal Reserve Pane at par. It 
is a fact, however, that in most cases country 
banks, in order to receive these checks from 
the city institutions where they are concen- 
trated, have been obliged to carry deposit 
accounts with the city banks upon which, as 
a rule, they receive interest at the rate of 
2 per cent per annum. A considerable portion 
of the available funds of the country banks 
are therefore invested at this low rate of 
interest, in order to enable them to hold the 
collection business. Under the system pro- 
vided for in the Federal Reserve Act it will 
no longer be necessary for any bank to carry 
an account with a larger bank in order to 
control collections, and thus the funds which 
are now represented by these accounts with 
city banks will be available to the country 
banks for loans to their own customers at 
home at much higher rates, of course, than 
2 per cent perannum. Whileit is only natural 
that the country banks should object to the 
loss of a direct profit to which they have been 
accustomed, I can not but feel that if the new 
plan is given a fair trial, matters will adjust 
themselves naturally, and that by reason of the 
ability of the country banks to make a greater 
volume of loans at home their profits will not 
be materially decreased, and in many instances 
may actually show an increase. 


Purchase of United States Bonds. 


In an announcement made on January 9, 
the Federal Reserve Board advised the 12 
Federal Reserve Banks that it will not require 
them to purchase during the year 1917 more 
than $15,000,000 of United States bonds offered 
for sale by member banks through the Treas- 
urer of the United States. It will require 
banks to purchase on April 1, 1917, the full 
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| 
amount of this $15,000,000, or so much | Treasurer of the United States, when such bonds 
thereof as may be offered for sale for that| are sold through the Treasurer of the United 


uarter b b h h the Treas- | States under the provisions of section 18. 
ali wh rad cit ena 2g ee 0 Re | i Be applications must be received by the 


Pes: : | Treasurer of the United States at least 10 days 
Under the provisions of section 18 Federal before the end of the quarterly period at which 
Reserve Banks are not permitted to purchase | the sale is desired to be made. Therefore for 


from member banks through the Treasurer| the quarter ending March 31, 1917, applica- 


| . 
th f ; | tions should be received by the Treasurer of 
mapre nen, B70,000,000 of Bands in. any Ome | the United States on or before March 21, 1917. 


year, less the amount of bonds bearing the | 4. It is optional with the Federal Reserve 
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circulation privilege acquired in the open | Board whether or not it shall require the Fed- 
market during that year. There is no limit} eral Reserve Banks to purchase the bonds 


imposed by law on the amount of bonds which | 
may be purchased in the open market by | 


Federal Reserve Banks. 
There were purchased and exchanged by 


Federal Reserve Banks for the quarter ending | 


offered for sale. 
5. If the Federal Reserve Banks are re- 
= by the Federal Reserve Board to pur- 


chase the bonds, the price will necessarily be 
par and accrued interest. 
6. The aggregate amount of such 


bonds 


December 31, 1916, $18,597,200, divided into | which the Federal Reserve Banks can be re- 


$9,301,000 of one-year 3 per cent notes, and 
$9,306,600 in thirty-year 3 per cent conversion 
bonds. This amount of conversions was made 


ning of any other quarterly period. 
by one of the banks is reprinted below: 


vides that any member bank desiring to retire 


securing circulation to be retired. 


blank forms for the use of member banks in 
this district in making applications during the 


ear 1917, together with suggestions concern- | 
y 4 gg 


ing the procedure to be followed. In making 


applications member banks should bear in> 


mind the following points: 

1. The only bonds that are eligible for sale 
in this manner are United States bonds which 
at the time of application are actually securing 
circulation of national-bank notes to be retired. 

2. The application should be forwarded di- 
rectly to the Treasurer of the United States, 
Washington, D. C. 

Special attention is called to the fact that 
national banks are not required to maintain a 
minimum amount of bonds on deposit with the 


States. 
Section 18 of the Federal Reserve Act pro-| 
‘so much of that amount of bonds as may be 
the whole or any part of its circulating notes | 
may file with the Treasurer of the United | 
States an application to sell for its account at | 
par and accrued interest United States bonds | 


quired or permitted to purchase is limited to 


$25,000,000 in any one year, but this aggregate 
/amount may furthermore be reduced 
. /amount of bonds bearing the circulation privi- 
possible through the announcement of the | | 3 
Board that it would approve for conversion | 
all, or any portion, of the banks’ full annual | 
allotment as of January 1, 1917, or the begin- | 

oo t oe | to purchase during the year 1917 more than 


A circular relating to this subject sent out | $15,000,000 of bonds offered for sale by mem- 


y the 


lege purchased during the same year by the 

Federal Reserve Banks in the open market. 
The Federal Reserve Board has announced 

that it will not require Federal Reserve Banks 


ber banks through the Treasurer of the United 
It will, however, require Federal 
Reserve Banks to purchase on April 1, 1917, 


offered for sale through the Treasurer on or 
before March 21, 1917, provided such bonds, 
added to the amount of bonds bearing the 
circulation privilege purchased by Federal 


Reserve Banks in the open market during the 
It seems appropriate at this time to issue. 


first quarter do not exceed $25,000,000. 

Though there is-no legal] limit on the amount 
of bonds which may bought by Federal 
Reserve Banks in the open market, in order 
that member banks may have an opportunity 
to sell the maximum amount of bonds under 
section 18, the Federal Reserve Banks will 
refrain from purchasing 2 per cent bonds in the 
open market until after March 1, 1917, but will 
thereafter tee] at liberty to make such purchases 
in the open market. Therefore it is suggested 
that member banks desiring to retire their 
circulation during the year 1917, under the 
provisions of section 18 of the act, file their 
applications with the Treasurer of the United 
States before March 1, 1917, and at the same 
time advise the Federal Reserve Bank of their 
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district the amount of each application to the 
Treasurer in order that the Federal Reserve 
Banks may have prompt knowledge of the 
total amount of bonds offered to the Treasurer 
of the {United States, and thus be enabled to 
arrange their open market purchases with 
re a to the best interests of member banks. 
here are inclosed herewith original and 
duplicate forms of application to the Treasurer 
of the United States for the sale of United 
States bonds; also blank form of resolution 
authorizing application for such sale and the 
retirement of circulation secured thereby. 
The original application and copy of resolu- 
tion, certified under seal, should be sent direct 
to ,the ,Treasurer of the United States, Wash- 
ington,}D. C. Duplicate form of application 


should be filled out and signed and forwarded |. 


to this bank. 


‘Securities of Foreign Governments. 


There is reprinted below for the information 
of banks and the public a letter sent out by the 
Governor of the Federal Reserve Board in reply 
to an inquiry received from a national bank on 
the Pacific Coast as to the Board’s policy con- 
cerning obligations of foreign governments: 


Your letter of the 6th instant was dul 
received and has been considered by the Fed- 
eral Reserve Board. You ask whether the 
statement of the Board to which you refer was 
intended merely to call the attention of the 
banks to the possibility that certain forei 
bills although short-term on their face, might 
be subject to renewal or might be refunded into 
long-time obligations; or whether, on the other 
hand, the statement was intended to express 
absolute disapproval of all such investments. 

You state, further, for the information of the 
Board, that your bank is contemplating the 
purchase of a small block of foreign govern- 
ment securities with funds that you can not 
very well employ otherwise at present, with 
the expectation of reselling if you should need 
funds for other purposes. 

In reply I would say that there has been sent 
to}you a copy of the Federal Reserve Bulletin 
for December, 1916, containing the statement 
of the Board to which you refer, from which you 
will see that the statement was intended as an 
expression of the Board’s views on a question 
of a broad policy touching the protection and 











strengthening of the general banking situation— 
a question concerning which it felt the banks 
were entitled to a knowledge of its opinion. 
The powers of national Beaks. however, are 
clearly defined by law, and the Board’s state- 
ment is in no sense a regulation controlling the 
action of individual banks whose directors are 
authorized, within the limitations of law, to 
determine the character and volume of their 
investments. It is assumed, however, that 
any well-managed bank in making investments 
will have due regard to its ability to respond 
to all demands which may be made upon it in 
the ordinary course of business or which may 
reasonably be expected to arise in the future, 


JANUARY 13, 1917. 


Shipment of Unfit Notes. 


The Federal Reserve Board and the Treas- 
ury Department have agreed upor a plan, the 
details of which are set forth in the following 
letter, whereby Federal Reserve Banks may 
forward unfit Federal Reserve notes of other 
Federal Reserve Banks directly to Washing- 
ton for redemption: 


In January, 1916, a plan was formulated to 
permit Federal Reserve Banks to forward 
their own unfit Federal Reserve notes direct 
to the Treasurer of the United States for re- 
demption. That plan, however, did not per- 
mit a Federal Reserve Bank to ship to the 
Treasurer Federal Reserve notes issued by any 
other Federal Reserve Bank. 

Section 16 of the Federal Reserve Act pro- 
vides in part that, whenever a Federal Reserve 
Bank receives Federal Reserve notes issued b 
another Federal Reserve Bank such note shall 
be returned to the Federal Reserve Bank of 
issue for credit or redemption. In ordertoavoid 
a roundabout shipment of Federal Reserve 
notes, first, from a receiving Federal Reserve 
Bank to the reserve bank of issue, and then from 
the bank of issue on to Washington for redemp- 
tion, the following plan which permits a receiv- 
ing Federal Reserve Bank, under power of 
attorney, to forward unfit Federal Reserve 
notes of another Federal Reserve Bank direct 
to the Treasurer for redemption, has been ap- 
preree by the Treasury Department and the 

ederal Reserve Board. 

1. Each Federal Reserve Bank shall give to 


‘each other Federal Reserve Bank a power of 
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attorney authorizing such other bank to act 
as its agent in forwarding any of its unfit 
Federal Reserve notes to the Treasurer of the 
United States for redemption. This power of 
attorney may be in any form agreed upon by 
the respective Federal Reserve Banks and may 
define the standard to guide the forwarding 
bank in determining what Federal Reserve 
notes of the issuing bank shall be considered 
unfit. 
of shipment, notify the issuing bank that the 
shipment has been made for and in its name to 
the Treasurer, and shall charge the account of 
the issuing bank for the amount of notes thus 
shipped. The issuing bank shall then credit 
the account of the forwarding bank, and shall 
increase on its books the item, ‘“ Mutilated 
currency forwarded for redemption,” just as 


if it itself had sent unfit notes direct to the | 


Treasurer for redemption, 

2. The Treasurer, on receiving such notes, 
will advise the fo.warding banks of their 
receipt. 

3. The Treasurer will then complete the 
transaction just as if the notes had been for- 
warded to him for redemption direct: by the 
bank of issue, under the p an Fecha by the 
Treasury Department and the Federal Reserve 
Board in January, 1916. In accordance with 
the provisions of that plan, the Treasurer 
will immediately advise both the Federal 
Reserve Bank of issue and its Federal Reserve 
Agent of the receipt of the notes sent to him 
for redemption, and will redeem the notes for 
the account of the bank of issue, not for the 
account of the forwarding bank. 

4. After the notes have been redeemed the 
Treasurer, acting under the powers of attorney 
provided for in the plan governing the redemp- 
tion of unfit notes shipped direct by the Federal 
Reserve Bank of issue, will forward such notes 
to the Comptroller of the Currency for cancel- 
lation and destruction, advising the Federal 
Reserve Agent of this action. 

By way of illustration, a specific transaction 
would be conducted as follows: 

(a) The Federal Reserve Bank of Richmond 
receives from one of its member banks a deposit 
of unfit notes of the Federal Reserve Bank of 
Chicago. 

(b) Acting under the power of attorney 
given to it by the Chicago bank, the Rich- 
mond bank forwards these unfit notes to the 
Treasurer for redemption for and in behalf of 
the Chicago bank. 


The forwarding bank shall, at the time | 


| (ce) As soon as the Richmond bank makes 
the shipment described in paragraph (b) it 
charges the account of the Nedecat Reserve 
Bank and so notifies Chicago. 

(dq) Upon receipt of the notice forwarded 
under paragraph (c) Chicago credits the 
-account of the Richmond bank and increases 
on its books the item ‘Mutilated currency 
‘forwarded for redemption.” 

__ (e) The Treasurer, on receipt of the notes 
shipped by Richmond, will acknowledge receipt 
'to Richmond, will advise both Chicago and 
its Federal Reserve Agent simultaneously that 
the notes have been received for the account of 
the Chicago bank, and will redeem such notes 
just as if they had been sent by the Federal 
Reserve Bank of Chicago direct to the Treas- 
_urer for redemption. 

(f) Upon receipt of the advice forwarded by 
the Treasurer, as provided in paragraph (e) 
the Federal Reserve Bank of Chicago and its 
| Federal Reserve Agent will record the trans- 
-action in the manner outlined in a circular 
‘letter from the board dated March 24, 1916, 
hereto attached. 

(g) When the notes have been redeemed the 
Treasurer will deliver them to the Comptroller 
of the Currency in the name of the Federal 
Reserve Agent at Chicago and for his credit. 

(h) The Comptroller of the Currency, upon 
receipt of the notes from the Treasurer, will 
notify the Federal Reserve Agent that they 
‘have been received for destruction, will arr 
for their cancellation and destruction, and will 
credit the account of the Federal Reserve 
Agent of Chicago with the amount of the notes 
when destroyed. 








| JANUARY 15, 1917. 


Reserve Position at Boston. 





| ‘This statement was given to the press on 
| January 9: 

| The Boston clearing-house banks have 
_adopted a new form designed to show the 
“change in their reserve position from week to. 
'week, as given at the bottom of their usual 
'clearing-house bank statement. In the past 
they have announced the deficiency or excess 
‘of their vault cash, and also their deficiency or 
excess with the Federal Reserve Bank. 
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Since the adoption of the ruling making it 
optional with member banks to keep reserves 
in vault or in the Federal Reserve Bank, the 
Boston banks have shown a deficiency in their 
vault cash and an excess with the Federal Re- 
serve Bank. It has been felt that these items 
might properly be consolidated, just as similar 
figures are combined in English bank state- 
ments, and that such consolidation would be a 
final recognition on the part of the clearing 
house that deposits with the Federal Reserve 
Bank are practically interchangeable (so far as 
reserve availability is concerned) with cash in 
vault. When the matter was recently called 
to the attention of the clearing-house committee 
in Boston, the members acquiesced in the sug- 
gested change. This is regarded as a further 
indication of the desire of the larger New Eng- 
land banks to cooperate with the Federal Re- 
serve Bank in every way possible. 


State Banks as Members of the Federal Reserve 
System. 


The following letter sent by an officer of one 
of the reserve banks to a State institution 
which had made inquiry with respect to the 
advisability of entering the Federal Reserve 
System, is herewith published as furnishing a 
useful summary of the present situation regard- 
ing membership of State banks: 


I have received your favor of ——-—, and I 
assure you that it will give me great pleasure to 
give you my views on the subject of the advan- 
tages of ‘‘a State bank entering the Federal Re- 
serve System.” In order to do so, however, I 
will take the liberty of changing the form of your 

uestion. I willfassume that I am the respon- 
sible head of a bank doing business under a 
State charter, and have been called upon to 
state my reasons for advising my board of 
‘directors to apply for sein ership in the 
Federal Reserve Bank in whose district my 
bank is located. Stated as briefly as possible, 
my reasons for advising this action would be 
as follows: 

First. After careful consideration and study 
of the subject, I am satisfied that the estab- 
lishment of the Federal Reserve System has 





transformed (or rather is in the process of 
transforming), what was undoubtedly the 
worst and most inadequate banking system in 
existence in any great civilized country, into 
one of the best and most adequate systems 
which has ever been devised. 

I know perfectly well that up to the present 
time my bank has been in a position to obtain 
(as far as it has had occasion to use them) all 
of the benefits of the system without bein 
called upon to contribute to its support, an 
without being required to assume any of the 
“oak magna placed by law upon national 

anks. 


ARGUMENT BASED ON SELF-INTEREST. 


As this is purely a business proposition, I 
am making no appeal upon the grounds of 
sentiment. I am raising no ethical question 
of our right to continue ‘‘to reap where we 
have not sown, and gather where we have not 
strewn,”’ but I base my argument solely on the 
grounds of intelligent self-interest. 

Since the Federal Reserve System was estab- 
lished, there has been an abundance of money. 
Every bank owe a reasonably large business 
has had as much money as it could use to 
advantage, and many have had more. Under 
these circumstances, there has been little or no 
occasion for discrimination. There has been 
little or no reason why members of the Federal 
Reserve System should attempt to limit the 
benefits of the system to themselves. As a 
matter of fact, with resources so abundant, 
the necessities of the nonmember banks have 
been a much needed source of profit to member 
banks. 

In addition to this, up to the present time, 
the Federal Reserve Banks have Koasid no way 
to extend their fullest possible facilities to 
their member banks, and at the same time to 
confine the fruits of the system to the exclusive 
use of member banks. But, will these condi- 
tions continue indefinitely ? 

I do not think so. No system of banking 


has ever been devised, and, in my opinion, no 


system of banking can be devised which will 
prevent business depressions, periods of string- 
ency, or even panics. These are caused by 
activities outside of the banking business, 
over which, in many cases, organizable human 
agencies have but limited control. 

If the time ever comes in which there is not a 
sufficiency of the good things to go all around, 
I am confident that the supply furnished by the 
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Federal! Reserve System will be confined, with 
much more care, to its member banks than has 
been the case up to this time. The most that 
can be expected of any banking system is to 
ameliorate the effects of business depressions 
(when they come), to prevent unnecessary pan- 
ics, and to afford to the banks identified with. 
the system full and adequate protection to the 
extent to which the system is capable of afford- 
ing such protection. 


POSTPONEMENT OF ACTION. 


Some may say that it will be time enough to 
join the system when trouble comes, but that 
is not my view of the case. We know that 
trouble is coming at some time in the future. 
We do not know how suddenly the real army 
will follow the first scouts. We know that 
now, while money is plentiful and conditions 
are favorable, the Federal Reserve System is 
welcoming the State banks, and even urging 
them to join. We do not know what the atti- 
tude of the system will be, or, in fact, what 
position it may be compelled to take in the face 
of cadically changed conditions. Beyond all 

uestion, if a considerable number of banks 
should apply for admission at the same time 
many of them would be obliged to wait. The 
necessary formalities incident to admission 


take time, and it could not be expected that 
these formalities would be waived or the vigi- 


lance of the officers passing upon applications 
relaxed in the face - alarming condition. 
When the bill proposing the establishment 
of a central bank was drawn, it was proposed 
to confine the membership to national banks 
and violent protests were made in all parts of 
the country by and on behalf of the State banks. 
If the bill embodying the Federal Reserve Act 
had contained a similar provision, excluding 
State banks from membership, the protest 
would have been, if anything, more vehement. 
While at present they do not seem disposed to 
enter, we know that they would fight against 
the establishment of any system which did not 
give them the privilege to enter. Down in our 
earts we all know that it would be better in 
every respect if all of the banks were united in 
one cooperative system. And we know that 
our failure to enter limits the power, usefulness, 
and even the most economical operation of the 
system. Therefore, why should we not join 
that system at a time when we are sure not 
only of our ability to do so, but also of a prompt 





and cordial welcome. 


REVOLUTION IN BANKING. 


Second. I have said that the establishment 
of the Federal Reserve System is working a 
beneficient revolution in the banking business 
of this country. I do not think that the revo- 
lution has been entirely accomplished, because 
the system can not be ideal and complete until 
it embraces all, or practically all, of the eligible 
banking institutions in the country. The col- 
lection and clearing system—the most vexa- 
tious problem of banking—could be solved 
without difficulty if the State banks were in 
the system, and upon a basis which would 
work out the greatest economy possible to the 
banks and the country. 

I am not willing for my bank to wait until 
after the majority of the State banks have 
joined, for the reason that I have not the right 
to expect another State bank to do what I 
would be unwilling to do myself, or to be willing 
to do it any sooner than I am willing to do it, 
We do not conduct the internal business of our 
bank on this principle, and we should not 
expect to derive benefits from this method in 
any other direction. Manifestly, if every 
State bank waits for all of the others to set an 
example nothing will be done till the end of 
time. In addition to these considerations, I 
have pride in my bank, and I would far rather 
see it reasonably near to the head of the pro- 
cession than straggling in, a late comer, at the 
tail end. 


RESTRICTIONS ON STATE BANKS. 


Third. I have examined carefully the pro- 
visions of the Federal Reserve Act with refer- 
ence to State banks a plying for membership 
in the system, and I have also carefully con- 
sidered the regulations of the Federal Reserve 
Board, made under authority of the Act. I 
realize that in joining the system a State bank 
will surrender, at least in theory, certain 
privileges which it enjoys as a nonmember; 
that it will be required to do certain things 
which nonmembers are not required to do, and 
that it will be governed by a few restrictions 
not applicable to nonmembers. I have not the 
slightest objection to the requirements and 
restrictions, because they are founded upon 
principles which every prudent banker should 
indorse, and which any well-managed bank 
would have no difficulty in observing, if it does 
not already observe them without compulsion. 
Moreover, it is the violation of just those prin- 
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ciples that has caused most of the trouble in 
banks in which serious trouble has arisen. 

Moreover, if the time ever comes (and I think 
it will) when the public (which consists largely 
of our customers, and the customers of other 
banks) begins to make intelligent discrimina- 
tion in the selection of institutions with which 
to do business, I would like for the public to be 
assured that this bank is observing all of the 
principles referred to; and being a State bank, 
and subject only to the restrictions and require- 
ments laid down in the State law, there is only 
one test by which an actual or prospective cus- 
tomer can tell with absolute certainty that we 
are observing, and will continue to observe, 
those principles, and that is, whether or not we 
have agreed to do so by becoming members of 
the Federal Reserve System. In my opinion, 
the requirements, at which I understand some 
State banks have balked, can thus be turned 
into an armor of defense by those banks that 
become members of the system. 


RELATIONS WITH BOARD. 


The fact that the Federal Reserve Board has 
the power to alter, or amend, the regulations 
with reference to State banks gives me no con- 
cern whatever. So far the regulations for State 
member banks have been, if anything, more 
lenient than the regulations applicable to na- 
tional banks. It has been suggested that the 
Federal Reserve Board should give to the non- 
member banks some assurance that the regula- 
tions will remain unchanged. This, in my 
opinion, is not only impracticable, but would 
be unwise, if it were practicable. The law and 
the regulations, as they stand, provide that in 
certain definite respects the State bank mem- 
bers shall conform to the requirement fixed for 
national banks. In other respects the Federal 
Reserve Board has, under existing arrange- 
ments, the power to exercise a certain degree 
of liberality to State bank members. Any Mate 
which would curtail the power to regulate, 
would necessarily limit the power to exercise 
discretion in other directions, and the nonmem- 


j 
| 





ber banks have always this safeguard—they | 


have the privilege of haat 
tem upon 12 months’ notice. The existence of 
this privilege alone, without any consideration 
of fairness or prudence on the part of the 
Federal Reserve Board (which fairness and 
prudence have been conspicuous in all of its 
rulings), would effectively prevent the Board 
from imposing any unreasonable, or unfair, 
restrictions upon State bank members of the 
system. 


from the sys- | 





QUESTION OF ELIGIBILITY. 


Fourth. It is understood on all sides that a 
general standing invitation is extended to all 
State banks to join the system. Anyone 
familiar, however, with banking conditions in 
this district, and in fact, throughout the South 
(to say nothing of the districts which cover the 
rest of the country), knows perfectly well that 
there are many State banks that could not 
possibly join the system. It will not be neces- 
sary for me to enumerate all of my reasons for 
saying this. I will only mention limitation of 
capital and character of business. An exami- 
nation of the published statements of many of 
the banks, ail a casual reading of the regula- 
tions referring to State bank membership will 
make the matter plain to the veriest tyro in the 
banking business. 

It is a fact, however, not so generally known, 
that there are many State banks apparentl 
qualified to join the system but to whic 
admission would be denied upon the required 
ie p ney examination. Iam perfectly satis- 

ed that my bank would be qualified to join the 
system, and would be admitted promptly 
and without objection. I would like, however, 
for the customers and the prospective cus- 
tomers of my bank to be entirely assured of the 
correctness of my opinion, and there is just one 
way in which they can receive this assurance 
beyond the possibility of question. 


VALUE OF INDORSEMENT. 


This practical indorsement of the Federal 
Reserve System which I would like to have 
may seem of comparatively little value under 
existing conditions, but, as I have already said, 
I do not think that the Federal Reserve System 
is a panacea for panics or periods of business 
depression, although it unquestionably pos- 
sesses the power to aid its member banks to 
weather such storms, while the State banks 
have no such resource. When the next season 
of trouble comes along, I am satisfied that the 
protecting wing of the Federal Reserve System 
will afford a comfortable, if not an absolutely 
necessary, Shelter. The public in all parts of 
our broad country has taken much interest in 
the system. They believe in it to a greater 
extent than the banks do, chiefly because they 
are the ones who have always suffered most, 
and they, therefore, know better how to appre- 
ciate relief. They have faith in it in some 
directions to an extent which I can not help 
feeling is, if anything, excessive under present 
conditions, while State banks, which far out 
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number member banks, remain out of the sys- 
tem. When the next storm cloud puts in its 
appearance, and such an appearance is entirely 

ssible at or soon after the close of the 

uropean war, is it not reasonable to assume 
that the public will begin to ask, “Are the 
banks with which we are doing business in a 
 omgpom to obtain the benefits to be expected 
rom our new banking system ?”’ 

Although this letter has already exceeded 
the limits of ordinary correspondence, I can not. 
help feeling that it has, nevertheless, inade- 
quately covered the subject, which is as broad 
as the banking business itself. 


Receipts and Disbursements of Federal Reserve 
Board. 

There is here given a statement of receipts 
and expenditures of the Federal Reserve Board 
in 1916. The total expense of the Board for 
the calendar year 1916 is shown on the detailed 
statement of commitments to have been $212,- 
477.02. This figure includes a number of items 
which have of necessity been estimated. 

Under the Federal Reserve Act the Federal 
Reserve Board is authorized to make semi- 
annual assessments upon Federal Reserve 
Banks to cover its expenses. The first assess- 
ment for this purpose was made on November 
2, 1914. 

The funds of the Board are carried in a 
special account with the Treasurer of the 
United States, and transfers are made by the 
Governor of the Board to the credit of the fiscal 
agent as necessary. The accounts of the Board 





pass through the hands of the Auditor for the | 

State and Other Departments and are given the | 

official examination required by the Govern- 

ment. The term ‘‘auditor’s settlement” under | 

‘Disbursements’ covers settlements made by | 
77593—17——3 


transfers of credit authorized and directed by 
the auditor on the books of the Treasury De- 
partment. The term ‘‘commitments’’ where 
used covers all obligations entered into by the 
Board for the periods stated. 


RECEIPTS. 


Unexpended balance Jan. 1, 
$37, 289. 77 
192, 153. 60 
1, 024. 70 
10, 487. 26 


Bulletin, subscriptions to. . .. 
Reimbursements 


DISBURSEMENTS. 


By fiscal agent 199, 436. 35 


Auditor’s settlements 


Total disbursements 
Balances, Dec. 31, 1916, with 
Treasurer of United States 
to credit of— 


226, 937. 37 


2, 832. 46 


Federal Reserve Board... 11, 175. 50 


GENERAL STATEMENT. 


Total available 240, 945. 33 
Receipts account of reimburs- 


able commitments 10, 487. 26 


Total available for general expenses, 
Federal Reserve Board 
Commitments for general ex- 
wemsem, TORG. s-.s-.vdsitesse $212, 477. 02 
Commitments 1915 paid in 


221, 197. 58 


9, 260. 49 
3, 808. 80 
938. 67 


14, 007. 96 


Unencumbered balance Jan. 1, 1917... 
Unpaid commitments Dec. 31, 1916... 
Balance to credit reimbursable account. 


Unexpended balance 
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Detailed statement of commitments. 
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on and subsistence of persons— 
Board and its clerks 
Secretary 
Division of audit and examination 
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Counsel’s office 
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5.25 














2,371. 64 | 


1,686.92 


3, 001. 71 


2,391. 63 | 


2,629.39 





17,306. 58 | 





16,498. 71 


21, 578. 94 


17,304.07 | 16,876.01 
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August. 


September. 


October. 


November. 


December. 





Persona! services: 
RE i EES, 80 inn os 0:0;:00 0000000000600 pencecees 


Division of audit and examination 
Division of reports and statistics 
Division of issue 


mal services: 

ransportation and subsistence of persons— 
Board and its clerks 
Secretary 
Division < of audit and examination 
Division of reports and statistics 


Messengers (car fare) 
Communication s 
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17, 749. 83 











Feprvary 1, 1917. FEDERAL RESERVE BULLETIN. 89 





a 
EARNINGS AND EXPENSES OF THE | banks; 31.5 per cent from acceptances bought 
FEDERAL RESERVE BANKS. /in open market; 22.3 per cent from United 


Total earnings of the Federal Reserve Banks | States bonds and ‘Treasury notes, and 14.3 per 
for the calendar year 1916 were $4,955,343, cent from municipal warrants, while 6.1 per 
while total current expenses for the same period | ©°@t represents profits realized from the sale 
were $2,495,835. Of this total $291,491 rep-| and appreciation of United States securities 
resents the estimated expenses of the transit OWned. The remainder, 5.1 per cent, repre- 


department for the period July 15 to Decem- 
ber 31 of the past year. This amount is re- 
turned to the Federal Reserve Banks through 
special charges assessed against member banks 
which forward checks to the Federal Reserve | 
Bank for collection. Aggregate net earnings 
of the banks, i. e., total earnings, less current 
expenses of the banks proper, were thus 
$2,750,999, or at the rate of almost 5 per cent 
on an estimated yearly average paid-in capital 
of $55,178,000. 

Three banks report net earnings in excess 
of 6 per cent on their average paid-in capital; 
five banks show a rate in excess of 5 per cent, 
but less than 6 per cent, while two more banks 
show net earnings in excess of 4 per cent, but 
below 5 per cent. Total current expenses are 
composed of $1,975,992, expenses of operation; 
$298,007, the cost (including insurance, ex- 
pressage, etc.) of Federal Reserve currency 
issued, returned, and retired during 1916; 
$192,940, depreciation charges; and $28,896, the 
excess of disbursements of the transit depart- 
ments over net service charges received. | 

’ Of the total net earnings of $2,750,999, the | 
banks applied $494,314 to charge off the bal- 
ance of organization expenses carried over from | 
1915; $8,441 to pay dividends accrued on. 
stock surrendered or canceled during the year; 





sents commissions earned on acceptances and 
warrants bought for other Federal Reserve 
Banks, charges for transfers of funds for 
member and nonmember banks, penalties and 
interest on deficient reserves, and sundry smaller 
profits. 

Of the total expenses of operation, $559,949, 
or 28.3 per cent, went as compensation to the 
clerical staff and $495,560, or 25.1 per cent, as 
salaries to bank officers. Nearly 10 per cent of 
total expenses of operation, or $192,277, is rep- 
resented by the contributions of the banks for 
the support of the Federal Reserve Board. 
Rent paid by all banks, except Dallas, totaled 
$164,965, or 8.3 per cent of the total expenses 
of operation. Postage and printing, including 
stationery, are the two other items next in 
importance in the expense budget of the banks. 

Current expenses are exclusive of $170,697 
expended during the year in the purchase of 
additional furniture and equipment. The total 


'written off this account during the year is 


$185,440, leaving a balance on January 1, 1917, 
of $255,249. 

Dallas owns a banking house, while Rich- 
mond and Atlanta own ground for the erection 
of bank buildings. The total amount invested 
in bank premises by these three banks is given 
as $368,222. 

During 1916 a total of $230,778 was paid for 


and $1,487,402 in payment of dividends to | the printing and shipping of Federal Reserve 
their members during the past year. The | notes, while the total cost of notes issued to the 
remainder, $760,842, was carried to profit and| hanks and charged to current expenses was 


loss. This amount, combined with the adjusted | 
total of $135,392 for January 1, 1916, gives a 
total profit and loss of $896,234 carried to 
January 1, 1917. 

Of the total earnings for the year 20.7 per 
cent was from bilis discounted for member 





$270,743. From November, 1914, to Decem- 
ber 31, 1916, the banks have paid $1,035,483 
for printing and shipping Federal Reserve notes 
and have charged off during the same period a 
total of $533,161 for notes issued, leaving thus 
a balance of $502,322 at the beginning of 1917. 
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GOLD SETTLEMENT FUND. 


EXPENSES OF FUND. 


The operation of the gold-settlement fund 
from May 20, 1916, when the expense was last 
computed, to December 31, 1916, has been at 
‘an expense of $874.70. It has not been 
necessary to make any charge in connection 
with the operation of the fund for shipments 
of currency. 

Settlements through the gold-settlement 
fund began in May, 1915, and the expense of 
its first year was computed on May 20, 1916. 





The Federal Reserve Board voted on Janu- 
ary 18 to charge this amount against the 
assessment made upon Federal Reserve Banks 
for the expenses of the Board. 

The expense of operation of the fund for the 
first six months, which included organization 
expenses, was $1,037.30. The expense of the 
second six months, bringing the fund down to 
May 20, 1916, was $453.74. 


SUMMARY OF TRANSACTIONS. 
Amount of clearings and transfers, Federal Reserve Banks, 
from Dec. 22, 1916, to Jan. 25, 1917. 
[In thousands of dollars.) 
































: Total — 
The present statement brings the expense of clearings. | Balances./Transfers. 
operation from May 20 to December 31, 1916, 
and these expenses will hereafter be carried | SIU toi6............ce.c000-- $183,203 $9,361 | $6,100 
. Beth MAMET «cn.<co.\ apo satsco.cknes 229,085 30,207 1, 700 
to the end of each calendar year. During the Jan. anf 222020000000 284,268 12,088 18,417 
eight months covered in this statement, the| Janae ii) «ton | 185 | The 
items of cost have been as follows: tN EG at eee ae ES 1, 234,307 33,202 
Previously reported. ..............--- 5,290,718 | 472,702 | 153, 945 
Telegrams.......-.-----+--++-seeeeeeeeeeeee ees $563.17 | otal since Jan. 1, 1916............--- 6,525,025 549,189 | 187,147 
PE DO didcedsvdenksstvcccskdeseerncdbccis 6.01 Bee — wendles i to date... 187,147 .........-|---+-e0--- 
Addidenal ealary to deputy settling ert ae 305. 52 or 1915, inc! transfers... BUEN |.csicdcuasheets. «a. 
T earings and transfers, May 20 
. 1915, to Jan. 25, 1917...... Etihad 7,700,091 |. .....seccleoc...00-. 
MEE ida cacy an yb wks chat was eehe bdekcne at, SPOe SPOS BS: RONG ae Do Sosa a 
Changes in ownership of gold. 
{In thousands of dollars.] 
. Total changes from 
‘o Dec. 21, 1916. | From Dec. 22, 1916, to Jan. 25, 1917, inclusive.1| May 20, 1915, to 
Jan. 25, 1917.4 
Federal Reserve Bank of— Balance to 
credit Dec. | 
21, 1916, plus, Balance 
Decrease.| Increase. net deposits | Jam. 25, | Decrease.| Increase. | Decrease.|. Increase. 
of gol since | 1917. 
that date. | 
| 
| IEE iis, sivihlssdno cabs 18, 802 
el ai aia'|, | goa 
seers ot 9 Menten 21, 682 
7,057 ree cesar 22; 182 
bec tenkeh Ce csesoed 12; 668 
QUE be ncicecectles. cdda.ns 7,316 
rae 8,720 |....22222] ashe 
0 Reames: eee: 35,616 
< Viekabehere onmnihat 39, 074 














29,745 | 29,745 308,909 | 308,909 




















1 Changes in ownership of gold during period Dec. 22, 1916, to Jan. 25, 1917, equal 2.34 per cent of obligations settled. 
2 Total changes in ownership of gold equal 3.98 per cent of total obligations settled. 
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Deposits and withdrawals by Federal Reserve Banks, and where made, Jan. 1, 1916, to Dec. 30, 1916. 
[000’s omitted.] 
| Federal Reserve Bank of— 
| 
Treasury, Subtreasury, | Boston. New York. Philadelphia. Cleveland. Richmond. Atlanta. Chicago 
or mint at— | 
| | | 
With- | Depos-; With- Depos- | With- | Depos-| With- Depos-| With- Dene! With- | Depos-| With- | Depos- 
drawn, ited. | ceewn. ited. | drawn. | ited. | drawn. ited. | drawn. ited. | drawn. ited. drawn. ited. 
a | | 
Eee eee 97, 500 | $4,500 | esta <idiiimlam Sate ne | 
New York..... A aPeae ie epare 2 8,660 

















16,190 | 10,140 15,200 


















































2,000 | 239,000 | 44,600 | 2,500| 5,750 890 | 1,490 | 5,500 | 34,800 
Federal Reserve Bank of— 
Treasury, Subtreas- St. Louis. Minneapolis. Kansas City. Dallas. | San Francisco By all banks 
ury, or mint at— } 
— | 
With- | Depos- | With- Depos- With- Depos-  With- Depos- | With- Depos- | With- Depos- 
drawn ited. | drawn. ited. wn. ited. drawn. ited. drawn ited. | drawn. ited. 
| 
aia crcvawi deh Gdn wns te sabre nae duwdle as <caaqgathane eae aie Aa menascadeul  eaaeaneaeees ita aeae Tippee Co ee | $7,500 $4,500 
OR SS HR RS Fs SFT PO Se eS Fe $100 GG ba kcaiinsacolsadadscnss } 100 241,000 
Philadelphia Dh ecathceabitlalih dcsnenanatindtTietaend Mkt deasdiliidaieoace ID Foeestenl samen MRR | 41,530 2, 500 
ener 4 ee QOID fsids ssc. ER OARS feck. ccccee| 1600.6 370 | $1,570 be defaakasl 83, 110 11,960 
Gun Séchviderstlescdvbnes lochs ceengulecdedes ccc dmeae phansintesdinansbitenedaceslenedsduedeecanqessad lcccvescecclcccsoess= |; 5, 34,800 
CR sitedbecxdsccksteiba Fi Ah csddchatiecderiennnned $2,730 By Aigthiesdees REINS ome rds 10 2; 730 
BE oi cncthendinkchsdenncniecssisblastanvit Mebdbsandbbdhesgd ieineted BE Peele. tar eens | chillies 50 930 
SIDS &iacshe cA eiesds nctcannvncl otadcbassl date acaldadlignesscldliegaedes ae Ree 26, 480 | $3,100 | 26,510 3,100 
A ES ER 6 he a BOE Be See oe eee GD fenccesncccleccescccusfecsdesccwes [steceeeees 
ee 3,960 50 O00 | dedi 2.2.2 13,522.5| 2,730 16,947.5| 2,370 28,050 | 3, 100 | 163,870 | 301,570 














Gold settlement fund—Summary of transactions from Dec. 22, 1916, to Jan, 25, 1917, inclusive. 






































{In thousands of dollars.} 
wee ee erate : —___—_—_—— ee ae 
Balance Gold. | Transfers. | Settlement of Dec. 28, 1916. Dec. 28 “ia — 
last state- | 1916, bal- 
seg 7 ai ment | ancein |———_—__- 
ank of— ; | 

mie” With- De- | Debit. | Credit | Net Total Total | Net poo Decrease.) Increase. 

- | drawn. posited. | VeP- redit. | debits. | debits. credits. | credits. | 8 , 

| | | 
Boston............- ' eee 
New York.......... 17, 426 3, 144 
Philadelphia. ...... 15, 105 Jeweeeeeeee 
Cleveland.......... 17,484 |cceccccccclecccccscccleccccccccclecsecccces! 481) 13,664) 13,183 |.........., 16003 | 481 |.......... 
Richmond.......... 20, 181 825 
MNO. dikes os 5008 5, 1, 000 
errr re 32,428 | 2,000|..........; 3,000 ]..........,| 1,245] 26,370 | 26,125 |..........) 26,183 | 4,245 |.......... 
; Re ee ee 3,149 246 
Minneapolis. .....-. , 562 502 
Pe vewseses 18, 064.5 3,171 
eee ae | 13, 573.5 373 
San Francisco...... 10,092 | 1,000]..........|........--| 3,100] 1,708) 3,719; 2,016 |..........| 10,480 |.......... 1,397 
Teted.<....... 78, 560 | 10, 658 
77593—17—"4 
4 
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Gold settlement fund—Summary of transactions from Dec. 22, 1916, to Jan. 25, 1917, inclusive—Continued. 












































































































































{In thousands of dollars. ] : 
! | n 
| Balance Gold. | ‘Transfers. | Settlement of Jan. 4, 1917. Sang, | UR Ie ovraee- 
+4; p of gold. 
Federal Reserve | last state- 1917, bal- 
Bank of— =| yae"sg | l T ae 
| Voc. 2, | with- De | | Net | Total | Total Net after 
| 1916. | drawn. | Posted. Debit. | Credit. | gebits. | debits. | credits. | credits. | “learing. | Decrease.| Increase. 
| | 
| | 
Boston..... Be I cent | Spelt we, ele. oe estore ieee 15,451 | 19,999) 4,548 / 19,285 |.......... 4,548 
New York..... PBEM | Bivccovcces iE he covetintetionseniveds 16,801 67, 50, 861 |.......... 23, 769 ty aden 
Philadelphia... .... & Brecme Bhai dk were: aR et 35,432 | 40,262/ 4,830 | 12,872 |.......... 4, 830 
Cleveland. ......... PUNO “Bocccésdea tls cscagasscbicsccearibesis dketachoapscauunens 17,519 | 21,300} 3,871 | 20,824 |.......... 3,871 
Richmond.......... | 19) 416 i eres eee |.eececeseo} 2176 | 15,676| 18,400 |.......... 17, O90 05..,.-5.. 
Atlanta...........-- | 6,689 980 RSP RROeN MPEG. fh 1,788/ 7,193] 5,405 |.......... 4, 671 5 0 tis ssss.. : 
© na Alls PORE Picstetcrctheceadestectcceceance<] ? MND dic, uctes 668 | 31,796 2,128 | 30,011 |.......... 8, 828 \4 
i > gOS | 3,595 SP his inccsiidesadee¥cdcasiee'sses | 4,540 | 21,377] 16,887 |.......... 1, 145* 4,540 |.......... | 
Minneapolis. ....... Be eee | 1,500 1,700 |-- eee | 1,583/ 6,761| 65,228|.......... 5,331 Sr... 
Kansas City........ EE, Lass y+ nes Pepe: Benepe: areriies aes lo chenareas | 1,359] 15,768| 14,409 | 35,644.5 |.......... 14, 409 ; 
"toe ili. | 14, 946. 5 10 BD revsessecclicconcsecs] GOON | EDI MAL. Uae! Bee noy 7 : 
San Francisco. ..... a Se eae es SORT Lichebseceheeanenedia ae ¢ 4,309 421 | 10,910 |.......... | 421 F 
Total........./169, 920 | 1, 210 | 22,270; 1,700 | 1,700 | 30,207 | 229,085 | 229,085 | 30,207 |190,980 31,907 | 31, 907 “ 
| | | } 
Balance | Changes in owner- 
Balance Gold. Transfers. Settlement of Jan. 11, 1917. yy p of gold. 
Federal Reserve ment after 
wets Jan.4, | with D Net | Total | Total | Net Ss i ‘ 
my? - e- e 0 0) e an. 11, is 
1917. | drawn. | posited. | Debit. | Credit. | aenits. | debits. | credits. | credits. |~ 1917,’ | Decrease.| Increase. 
Boston.........---- SAID - besivivvesnlieradiscketbese Sy Gite. 17,840} 19,042}  1,202| 20,708 |.......... 1,423 
New York.........- | Ee eananrees: SAMEP T.. Daonese 4,588 | 6,683 | 72,649| 65,966 |.......... 36,674 9,005}. <.0...... 
Philadel hia... ...| 12,872 2 cal by eg O8 Niidcoscueh 40,999 | 46,539| 5,540 | 13,456 |.......... 5, 584 
cand , 824 SPL unsseaeh venison 35 |........-.| 17,215 | 18,806] 1,681 | 22,440 |-......... 1,716 
ahem \ aunt Ce eee 160 15, 000 _S ee 17, 733 18, 020 287 | 16,176 g We: leditadaccs 
Ne an re Ge aetna 3 Beene 40] 1,551 | 9,656) 8,105 |.......... ; 1,088 deisew aes. 
La 8 BR ca anes 2,000 | 2,000} 4,709) 2866! 41,911 ST ca kivndindal Be | MbAne ence. 
SOR _ BB eaemqoenn: Biecsent WRT cage | ieee 28,171 | 28,745 574 | 5,159 |.......... 6, 304 
Minneapolis... ...... ae STS 2000 feo 75 953 | 7,357 4 eat i clibacas.. 
Kansas City........ EB bette Fine cane A eee PARC esa 16, 18,640 | 1,654 | 26,381.5| 9,263 |.......... 
8 SARIN i ecaracargars TOD lexnshasnaet 925 |.......--.| 7,539| 7,945 BED Levsncvacee 1,331 
San Francisco...... ge Siete: peppers "95000 | ger» | 6,167| 6,876 709 | 9,660 i _E Repeats 
Total......... 190, 980 5,100, 21,830 | 16,417| 16,417| 12,053 | 284,263 | 284,263 12,053 |207,710 | 16,358| 16,358 j 
os: memmapcamnes -_ — ee - on | 
Balance Gold. | Transfers. Settlement of Jan. 18, 1917. Balance —— a 
Fed ral Reserve go gg a held after . 
— Jan.,| with | De | | Net Total | Total Not Lamy 18, 
, . > i i | ; 
1917. | drawn. | posited. | Debit. | Credit. | gests, | debits. | credits. | credits. | 1917, ” | Decrease.| Increase. | 
EEE eb | A 
eS heer ‘aterentigh hes hare. Beet 3,262} 19,691] 16,429 |.......... 17, 446 aoe |.....:.... 
New York.......... ae Paserenenes aera 1"""g'000 | "8,000 |.......... 70,935 | 74,905 |. 3,970 | 40,644 |.......... | 3,970 
Philadelphia........| 13, 456 te”) Senate 990} 3,000|.......... 43,502| 47,247! 3,745|17,911 |.......... 5,755 
Cleveland........... ct OS eat eels pas Te Lewaseasccdlicpesiupeane 15, 218 16, 605 1,387 | 23,827 |.......... | 1,387 
Richmond.......... SEE Aoeapranded Bes * Ee 7 hore 977 | 16,926| 15,949 |.......... 15, 569 i} eee 
Atlanta.............| My Boecscsoose 1c ND Ein on noah enh Sodan 3,475 | 10,715| 7,240 |.......... 3, 285 5,00 Wicacenss- 
Chicago............. SMM: Tedesscoce's Ra Lg ReaD 6 aren Toa” 36,097 | 39,225| 3,128 | 34,982 |.........., 3, 128 
St. Louis........... BE Saves eese>e ets aad RAE IED WEEE ce TAT Bor 22°315 | 23,196 881 | 6,040 |.......... 881 
Minneapolis. ....... be Neon cnscue Ra crs tueasdbguiicetued 663) 4,68 tT is 6, 790 Ot |. ulds.c. 
Kansas City........ PRED Tes accdan ERR kez TED 28| 15,957} 15,929 |.......... 26, 653. 5 ae 1 naeae. 
SE scsdvisactacd | 13, 618.5 10 ee RE | 1,746] 8,916! 6,470).......... ‘11, 882. 5 1,746 |..cc0..00- 
San Francisco...... | 9,660 oe aint "2,000 | 990 2,960) 6,592} 3,632).......... 5,650 S00 152050... 
Total......... '207, 710 1, 350 4,320 | 6,990 6,990 13,111 | 270,845 | 270,845 | 13,111 |210,680 15,121 | 15,121 ; 
1 Overdrawn. ’ } 
é 
& 
t 
F 
f 
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{In thousands of dollars. ] 


Gold settlement fund—Summary of transactions from Dec. 22, 1916, to Jan. 25, 1917, inclusive—Continued. 





Settlement of Jan. 25, 1917. 


| Balance Changes in owner- 








Richmond........-. 





BRS 


lena 


debits. 




















| 

| 

Balance Gold. 

ast state- 

os nae ve ment, 
Jan. 18, | with- | De 
: drawn. |-posited. 
ii ae RS 17, 446 avi saGasPikann teens hed 
ba dudsaea 40, 644 Jadbostbocwedddsdunchlce 
=e 17,911 le een te dha deh at ksh 
1 RN ee 23, 827 150 50 |... 
15, BOR |, siden 2, 150 |.. 
Rae weasubike 3, 285 50 960 |.. 
SRST Sa DEE BS. Se cecseevedencusite 
i Rain ak ae ‘See neo ee 
Minneapolis. ....... Soe i conditcensaircalbae 
Sadyieds 26, 653.5 Oe todiid<i-ee 
nie « «ill abe 11, 882.5 eee 
ee y BOO Vide ocescas 
' eA ee 210, 680 490 3, 160 








Transfers. 
Debit. | Credit. 
— 100 
coda eie 1,000 

BON. dadcade<s 
“75100 | 805 
1,995 1,995 

















| in fund | ship of gold. 
yr eae 
Total | Total ‘i | Senn 28 | 
i) oO an. 25, 
debits. | credits. | credits. |" 3917,’ | Decrease.) Increase. 
| | 
--—| | de 
14| 22,639} 20,125].......... 15, 032 a 
59,605 | 68,858 9,253 | 50,897 |.......... 10, 253 
1,899} 38,683] 36,784 |.......... 15, 117 rt) ees 
17,285 | 19,110 1,825 | 25,552 |.......... 1, 825 
16,916 | 17, 162 246 | 17,965 |.....-...- 246 
1, 283 O007 1°) S888 ii8..... | 2,912 tae 
1,478 | 39,688] 38,210 |..........| 33, 504 | “ ? Sa 
2,572 | 26,381 |  23,809}..........| 3,468 Sve t+ 5. 23.55. 
402; 5,908 ].......... 6, 316 7] eae 
16,211 | 16,642 431 | 27,064.5 |.......... 431 
1, 244 $.008| 6,818 |.......-.. 0, 628. 5 > ee 
291 eh ie © |: 5 eareneey 4, 904 Mee. 
11,755 | 266,911 | 266,911 | 11,755 |213,350 | 12,755 12, 755 
| 











[In thousands of dollars.] 


Federal reserve agents’ fund—Summary of transactions, Dec. 22, 1916, to Jan. 25, 1917, inclusive. 





| 


Dee. 21, Week ending Dec. 28, 
1916. "| 1916. 


Week ending Jan. 4, | Week ending 
Jan. 11, 1917. 





Bal- | With- 





ance. | drawn. 





Depos-| Bal- 
ited. ance. 


With- | Depos- Bal- | With-| Bal- 
drawn.| ited. | ance. |drawn.' ance. 

















ey PO’ Se fg Sai 11, 180 
250 | 16, 1S MBO SALAS CEP 16,000 |......... 16, 000 
250 | 16,220 |........ 500 | 16, 720 970 | 15, 750 

te Fre 7,010 | OM saic! 7,010 

SRE: 6,510 |........)........] 6,610 |........| 6,510 

“Saree ,250 |.......2e-.2ee-- 6,250] 3,000 | 3,250 

Peacees | 14,980 |........|.......6| 14,280 ]........| 14,200 

 aecinetid | 10,930 100 ........ 10, 830 700 | 10,130 

Tn, yl Abeta | eee 14, 320 


Week ending Jan. 18, 
1917. 





Week ending Jan. 25, 
1917. 





Depos-| Bal- | With- | Depos- | Bal- 


} 


ance. POP ited. | ance. 








1101, 380 | 1, 200 
| | 





2,500 |102, 680 . 


100 500 103,080 | 4,670 | 98,410 


1,900 | 20 0 bos. leceneseh 12, 280 
5,100 | 2,200 |........ | 12,900 

14, 350 | ee 13, 850 

NE lessen tuohci< anand 7, 010 

TD ee eee: Bee 6,510 

i” | aes Bare | _3,250 
duthivagh. atades 13, 960 

10; 130 |......:. Lae seapdg | 10,130 

ge. 5 Bete Be Danae | 14,120 
1,300 | 96,710 | 2,700 |........ 94,010 
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Amendments to the Federal Reserve Act. 


amendments suggested by the operation of the 
Federal Reserve Act, the Federal Reserve Board 


submitted in December last suggestions as to. 


. such amendments to the chairmen of the Com- 
mittees on Banking and Currency of the House 
and Senate. 
been introduced, the Board thought it desirable 
that some explanation should be made, and it 
accordingly issued on January 14 a statement 
showing what it desires to accomplish. This 
statement is reprinted below, and following it 
willjbe found the text of the amendments as 
introduced in Congress: 


After having given much attention to the 


problem of controlling and regulating the gold | 


7 of the United States and to the question 
of bank reserves in general, the Federal Reserve 
Board has prepared and transmitted to the 
chairmen of the Committees on Banking and 
Currency of the Senate and House of Repre- 
sentatives recommendations for the amend- 
ment of the Federal Reserve Act. While it is 
not deemed desirable to give out the text of 


the amendments transmitted, since they will | 
probably soon be introduced in Congress, the | 


following general statement concerning them 
is made public: 

When the Federal Reserve Act was drafted 
its principal object was to deal with national 
problems of banking and currency. Since its 
enactment financial and economic conditions 
in the United States have undergone far- 
reaching changes which were not foreseen three 
years ago. The United States has grown to be 
a world power in financial affairs and it seems 
necessary that the act, which has proved of 
such great value in the treatment of our 
domestic problems, should now be amended in 
order to enable us to deal effectively with the 
new international problems which seem des- 
tined to play so important a part in our eco- 
nomic life. 
States should be prepared to meet effectively 
two conditions of opposite character—one, the 
excessive and uncontrolled inflow of gold, the 


other the excessive and unregulated outflow of | 


gold. The amendments proposed are designed 


to provide means of controlling an over-|to be an obligation of the 
extension of loans based on new accretions to| Bank; but as the 


our gold stock and 


When these amendments had 


‘tion and concentration of the gold —e of 
the United States so that the flow of gold back 
After having given careful consideration to’ 


Orient, may be arranged without forcing any 


into Europe, or to South America or to the 


violent contraction of loans or causing undue 
disturbance to legitimate business. 

Of approximately two and three-quarter 
billions of gold in this country there are held 
or controlled by Federal Reserve Banks about 
$736,000,000, of which Federal Reserve Agents 
hold $283,000,000 as security for Federal Re- 


serve notes outstanding, and $453,000,000 is 
reserve money and must therefore be used con- 


servatively. But even assuming that the Fed- 
eral Reserve Banks were willing to reduce their 


gold reserves to 40 per cent of their deposits 
and note liability (which would be regarded 


as a minimum and in normal times would be 


_inadequate) the amount of free gold—i. e., 


the amount of gold that the Federal Reserve 
Banks would lose before reaching this 40 per 
cent minimum—would be a little more than 
$375,000,000. While this is a very large sum, 
its sufficiency can not safely be assumed when 
we consider the wide scope of our transactions 
in world finance and the phenomenal growth 
of our own credit structure. 

It is estimated that there are now in the 
hands of the public, i. e., outside the Treasury 
and the banks, over $800,000,000 in gold and 
gold certificates, and that there are at present 
held in the vaults of member banks about 
$815,000,000 of reserve money of which $540,- 
000,000 is gold coin or gold certificates. There 


‘should be added to this estimate about $600,- 


000,000 of lawful money in the vaults of non- 
member State banks and trust companies. 
NOTE AMENDMENT. 

The Federal Reserve note, which is an obli- 
gation of the United States secured by an ample 
reserve of gold and commercial paper, is 
accepted as willingly by the public as a national 
bank note or as any other form of currency, 
and the public does not discriminate between 
different forms of United States currency. 


Federal Reserve note circulation has been sub- 
The banking system of the United | 


stituted for gold certificates to the extent of 
about $300,000,000. 

Under the present law this gold is deposited 
with the Federal Reserve Agents in redemption 
of the Federal Reserve notes issued against it. 
The note so provided for thereby in effect ceases 
ederal Reserve 
gold does not figure as an 


to provide for the mobiliza- | asset of the Federal Reserve Banks, the Federal 








Pe cept eae ae alba 


- 








“ 


Cae 


even btwn iceceleatan 








FEBRUARY 1, 1917. 


FEDERAL RESERVE BULLETIN. 99 








Reserve Banks are unable to show the greater 
strength ‘which might be evidenced if the law 
permitted, as proposed in the amendments, the 
issuance of Federal Reserve notes not only 
against commercial paper, but also against 
gold or against either, provided always that 
every Federal Reserve note must be covered 
by at least 100 per cent of commercial paper or 
gold and that there must always be a gold 
reserve of not less than 40 per cent against all 
outstanding Federal Reserve notes. 


RESERVES. 


The control of gold by Federal Reserve Banks 
in times of abundance such as at present, will 
decrease the danger of inflation of domestic 
credits and at the same time will enable the 
country when the tide turns to part with large 
sums of gold with less inconvenience or shock, 
thus enabling us more safely and effectively to 
proceed with the development of our foreign 
trade and to give the necessary credit facilities 
for its extension. The United States should 
be in a position to face conditions which may 
call for an outflow of gold without any disturb- 
ances of our own or to the world’s business, and 
without making necessary drastic changes in 
our interest or discount rates. The amend- 
ments suggested by the Board are designed to 
enable the Federal Reserve Banks to withdraw 
gold from actual circulation while enablin 
member banks at the same time to release sot 
which at present is tied up in their own vaults. 
The amendments are based upon the theory 
that all of the individual banks should 
strengthen the gold holdings of the Federal 


gold are not used most effectively when they 
are in the vaults of a large number of banks 
scattered all over the country, but its greatest 
use would come from concentrating it to a 

eater degree in the vaults of the Federal 

eserve Banks, where it can be effectively pro- 
tected when not required and effectively used 
when needed. The member bank does not 
require gold with which to supply the ordinary 


demands of its depositors so much as currency. | 


It is from this point of view that the Federal 


Reserve Board has proposed that Congress in- 


crease the required reserves to be maintained 


by member banks with the Federal Reserve. 


Banks. On November 17, 1916, the cash 
holdings of all member banks were about 
$815,000,000. Under the proposed amend- 
ment of section 19, $250,000,000 of this amount 


would be transferred to the Federal Reserve | 


Banks, Hence the Board believes that ulti- 
mately the law should require of member banks 
no more than that they should maintain speci- 
fied balances with the Federal Reserve Banks 
in amounts adequate to supply the necessary 
reserve basis, and that the Federal Reserve 
Banks must have sufficient reserves of gold 
with which to protect all obligations, but that 
there should, however, be no legal requirement 
as to the amount of currency that a member 
bank should carry in its own vault. This is a 
matter of business judgment that might well 
be left to the discretion of each member bank. 
It was thought, however, that if this principle 
were carried into full effect at this time, the 
he might be considered too extreme, particu- 
larly under present conditions, and nothing 
should be done that might tend to a further 
release of reserve money. 

A minimum amount of currency that the 
member banks should be required to keep in 
their vaults is, therefore, prescribed. The 
amount suggested is 5 per cent of the demand 
deposits, so that the total requirements—cash 
and reserve—will remain practically un- 
changed. While the effect of some of the pro- 


| posed changes will be to reduce somewhat the 


reserve requirements, the reserves will be in- 
creased by the abrogation of the practice 
hitherto observed of counting items in transit 
or ‘‘float’’ as reserve. The permission given 
member banks to use their own discretion as 
to the character of currency in their vaults, 
will enable them to release the gold they now 
hold, with the important result that the sub- 
stitution of Federal Reserve notes for gold and 


Resorts Banke ‘The country’s luddisian of | Bold certificates will be facilitated by this 


change in the law. Without some such change 
member banks will continue to ask for gold 
certificates in. small denominations, because as 
long as they must have gold or lawful money 
to count as reserve it would be impossible for 
the banks to exchange them for Federal Re- 
serve notes. 


OTHER PROPOSED AMENDMENTS. 


Besides the proposed changes relating to 
note issues and to reserves the Board has sug- 
gested also the following: 

Amendment of section 11 so as to permit the 
Federal Reserve Board to raise reserve require- 


_ments in emergencies, just as it is now empow- 
ered in certain contingencies of a different kind 


to lower those requirements. 
This provision would, if adopted, enable the 
Federal Reserve Board in prolonged periods of 
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extreme ease in the money market to check any 
tendency toward excessive loans or other forms 
of undue extensions of credit. 

Amendment of section 16 to permit nonmem- 
ber State banks and trust companies, even 
though too small to be eligible for membership 

_in the Federal Reserve Banks, to avail them- 
selves of the clearing and collection facilities of 
the Federal Reserve Banks, provided that they 
cover at par checks on themselves sent for col- 
lection by the Federal Reserve Bank, and pro- 
vided further that they keep a compensating 
balance with the Federal Reserve Bank in an 
amount to be determined under rules 


by the Federal Reserve Board. This is not 


100 FEDERAL RESERVE BULLETIN. 


intended to operate as an extension of any of | 


the privileges of the Federal Reserve System to | 


nonmember banks at the expense of members, | 


but on the contrary the amendment is proposed 


primarly for the convenience of the public and | 
incidentally for the benefit of the member | 


banks. It is contemplated that the compen- 
sating balances which nonmember banks par- 
ticipating in the clearing plan will be required 
to keep with Federal Reserve Banks, will be 
sufficiently large to protect, member banks and 
justify Federal Reserve Banks in undertaking 
the service. Any clearing and collection plan 
to be effective must be so comprehensive as to 
include all checks. At present the par lists of 
the Federal Reserve Banks include the names 
of banks checks on which can be collected in 
any circumstances at a minimum of time and 
expense, but do not embrace a large number of 
towns in every State where there are no member 
banks; and in order to make collections on such 
points many banks are obliged to maintain 
accounts in addition to their reserve accounts 
with the Federal Reserve Banks. <A necessary 
factor in any successful clearing plan is the 
offset, whereby balances only require settle- 
ment instead of the total volume of transac- 
tions. As long as the clearing system does not 
embrace all of the banks this offset is lost in a 
corresponding degree and the value of the sys- 
tem diminished in proportion. 

Amendment of section 22—the penal stat- 
ute—so as to define more clearly the rights and 
limitations of directors in the matter of accept- 
ing fees or compensation other than the ordi- 
nary fees paid directors for legitimate services 
rendered in the regular course of business, the 
performance of which service is not incumbent 
upon them in their capacity as directors. 

Amendment of section 13 to restore the pro- 
vision which was by error stricken from the 
act in the amendments of September 7, 1916, 
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thus restoring to national banks, with the ap- 
proval of the Federal Reserve Board, the right 
to accept up to 100 per cent of their capital 
and surplus in transactions involving imports 
or exports. 

Amendment of section 17 to cancel the pro- 
vision of the national bank act which requires 
national banks to maintain a minimum de- 
posit of Government bonds with the Treasurer 
of the United States. National banks are no 
longer required to keep outstanding a minimum 
amount of circulating notes, and a newly or- 


'ganized bank is not obliged to purchase or 
rescribed | 


carry any bonds of the United States; but 
there are a number of national banks organized 
before the passage of the Federal reserve act 
which have retired their national-bank circu- 
lation in full, yet they are, under a construction 
of the old law, required to keep on deposit 
with the Treasurer of the United States a cer- 
tain minimum of United States bonds. The 
Board feels that it is just to these banks that 
they be relieved of this obligation. 
Amendment of section 25 to authorize mem- 

ber banks located in cities of more than 100,000 
population and which have a capital and sur- 

lus of more than $1,000,000 to establish 

ranches in the same city, provided the State 
laws do not prohibit State banks and trust 
companies from establishing branches. 

Amendment of section 9 to authorize mutual 

savings banks not having capital stock to be- 
come associated members of the Federal Re- 
serve System under certain prescribed condi- 
tions. The principal beneficiaries of this amend- 
ment would be the mutual savings banks of the 
Eastern and New England States, which can 
not become members of the Federal Reserve 
System under the present law owing to the lack 
of any provision enabling them to subscribe for 
capital stock of a Federal Reserve Bank, as they 
have no capitalization of their own upon which 
a percentage could be based. They would be 
required to carry a reserve balance with the 
Federal Reserve Bank against their time de- 
posits in the same proportion as member banks; 
and the osaienteliens P gen ner for mutual 
savings banks are limited strictly to the dis- 
count of their 30-day obligations properly 
secured. 


Amendment of section 18 so as to give to 
United States one-year 3 per cent gold notes 
in the hands of Federal Reserve Banks the cir- 


culation privilege for the issuance of Federal 
Reserve Bank notes, such circulation to be taxed 
at the same rate as circulating notes, which are 
secured by 3 per cent bonds of the United 
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States. In the opinion of the Board it is de- 
sirable to extend this privilege to the Federal 


Reserve Banks in order that they may have | 


additional means of protecting themselves at 
times when there is an unusual demand for 
currency. 

Amendment of section 4 to abolish the title 
and office of Deputy Federal Reserve Agent, 
thus having two unattached class C directors 
instead of one as at present, and to create the 
position of Assistant Federal Reserve Agent, 
who shall not be a director of the bank, but who 
shall be a salaried bonded officer in the Federal 
Reserve Agent’s department, serving at all 
times as an assistant to the Federal Reserve 
Agent and qualified to act for the agent in his 
absence. Experience has shown that there is 
difficulty in fill g the office of Deputy Federal 
Reserve Agent. ‘This officer is required to have 


_absence or disability of his principal,” and by 
adding in place thereof the followin ; 

__ “Subject to the approval of the Federal 
Reserve Board, the Federal reserve agent shall 
_appoint one or more assistants. Such assist- 
ants, who shall be persons of tested banking ex- 
perience, shall assist the Federal reserve agent 
in the performance of his duties and shall also 
have power to act in his name and stead during 
his absence or disability. The Federal reserve 
‘agent may require such bondsof his assistants as 
he may deem necessary for his own protection. 
Assistants to the Federal reserve agent shall 
receive an annual compensation to be fixed 
and paid in the same manner as that of the 
Federal reserve agent.’’ 

| Sec. 2. That section nine be amended by 
adding a subsection (a) to read as follows: 

| “So. 9a. That any mutual savings bank or 


the same qualifications as the Federal Reserve | association operating under the laws of any 
Agent; he must have had banking experience | State may make application to the Federal 
and he must not be an officer, director, or | Reserve Board for the right to become an asso- 
stockholder in any bank. - At the same time | ciate member of the Federal reserve bank of the 
he is not as a rule a salaried officer, and re-| district in which such savings bank or associa- 


ceives only the customary fees paid directors 


for attendance upon meetings, and he is| 


obliged to be prepared to assume the duties of 
the Federal Reserve Agent in case of the ab- 
sence or disability of that officer, which in- 
volves a transfer and audit of securities and 
accounts. It is believed that the change sug- 
gested will operate to fix responsibility more 
definitely and will give the Board more latitude 
in the selection of the class C directors other 
than the Federal Reserve Agent. 


TEXT OF AMENDMENTS. 


A BILL To amend the Act approved December twenty- 
third, nineteen hundred and thirteen, known as the 
Federal reserve Act, as amended by the Acts of Augnst 
fourth, nineteen hundred and fourteen, August fifteen, 
nineteen hundred and fourteen, March third, nineteen 
hundred and fifteen, and September seven, nineteen 
hundred and sixteen. 


Be it enacted by the Senate and House of 
Representatives of the United States of America 
in Congress assembled, That section four of the 
Act approved December twenty-third, nineteen 
hundred and thirteen, known as the Federal 
reserve Act, be amended by striking out the 
sentence reading as follows: ‘‘One of the di- 
rectors of Class C, who shall be a person of 
tested banking experience, shall be appointed 
by the Federal Reserve Board as deputy chair- 
man and deputy Federal reserve agent, to 
exercise the powers of the chairman of the 
board and Federal reserve agent in case of 


| tion is located. 

“The Federal Reserve Board, under such 
rules and regulations as it may prescribe, may 
_permit such bank or association to become an 
associate member of the Federal reserve bank, 
but such board, before granting any applica- 
tion, shall require satisfactory evidence that the 
laws of the State in which the applying bank or 
“association is located authorize such bank or 
association to engage in the business of a mu- 
tual savings bank and provide for a proper 
‘supervision over the operations of such bank or 
| association. 

“Any mutual savings bank or association 
which eonnatn an associate member of a Fed- 
eral reserve bank shall agree to comply with all 
the provisions of section nineteen of this Act. 
Such associate members shall be entitled to all 
the clearing privileges granted to member 
'banks, and Federal reserve banks shall be 
authorized to discount the promissory notes of 
such associate members having a maturity of 
not more than thirty days and which are 
secured (a) by paper eligible for rediscount 
under section thirteen of the Federal reserve 
Act; (b) by United States bonds; (c) by such 
municipal warrants as Federal reserve banks 
are authorized to purchase under the provisions 
of section fourteen of the Federal reserve Act; 
or (d) by commercial paper or bankers’ accept- 
ances bearing the signature of not less than 
three persons, firms. or corporations.” 
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Src. 3. That clause (c) of section eleven be, | tached at the time of acceptance; or which are 
and is hereby amended by adding at the end | secured at the time of acceptance by a ware- 
thereof the following sentence: house receipt or other such document convey- 

‘The Federal Reserve Boara shall also have ng or shy ge covering readily market, 
power, whenever extraordinary conditions jus-| able staples. No member bank shall accept, 
tify, to increase from time to time for periods | whether in a foreign or domestic transaction- 
not exceeding thirty days, on the affirmative for any one person, company, firm, or corpora- 
- vote of five of its members, the amount of | tion to an amount equal at any time in the 
balances required by this Act to be maintained | aggregate to more than ten per centum of its 
by member banks with their respective Federal paid-up and unimpaired capital stock and sur- 
reserve ‘banks: Provided, Such increase shall) plus, unless the bank is secured either by at- 
at no time exceed twenty per centum of such | tached documents or by some other actual se- 
balances and shall be at the same rate for all curity growing out of the same} transaction as 
member banks of any one district: And pro- the acceptance; and no bank shall accept such 
vided further, That the Federal Reserve Board bills to an amount equal at any time in the ag- 
shall make a report to Congress in writing gregate to more than one-half of its paid-up and 
setting forth the conditions on which such | unimpaired capital stock and surplus: Provided, 





action is based.”’ 

Sec. 4. That the first paragraph of section 
thirteen be further amended so as to read as 
follows: 

“Any Federal reserve bank may receive 
from any of its member banks, and from the 
United States, deposits of current funds in 
lawful money, national-bank notes, Federal 
reserve notes, or checks, and drafts, poo 
upon presentation, and also, for coll 


however, That the} Federal Reserve Board, under 
_ such general regulations as it may prescribe, which 

shall apply to all banks alike regardless of the 
amount of sagen stock and surplus, may author- 
ize any member bank to accept such bills to an 
amount not exceeding at any time in the aggregate 
one hundred per centum of rts paid-up and unim- 
paired capital stock and surplus: Provided, how- 


uble ever, That the aggregate of acceptances growing out 
ection, | of domestic transactions shall in no event exceed 


maturing notes and bills; or, solely for purposes | fifty per centum of such capital stock and surplus.” 


of exchange or of collection, may receive from 
other Federal reserve banks deposits of current 
funds in lawful money, national-bank notes, 
or checks upon other Federal reserve banks, 
and checks and drafts, payable upon presenta- 
tion within its district, and maturing notes and 
bills payable within its district; or, solely for the 
purposes of exchange or of collection, may recewe 
from any nonmember bank or trust company 
deposits of current funds in lawful money, 
natronal-bank notes, Federal reserve notes, cual 
and drafts payableupon presentation, or maturing 
notes and bills: Provided, Such nonmember bank 
or trust company maintains with the Federal 
reserve bank of its district a balance in an amount 
to be determined by the Federal Reserve Board 
under such rules and regulations as it may 
prescribe,” 

Src. 5. That the fifth paragraph of section 
thirteen be, and is hereby, further amended so as 
to read as follows: 

“Any member bank may accept drafts or bills 
of exchange drawn upon it having not more 
than six months sight to run, exclusive of days 
of grace, which grow out of transactions involv- 
ing the importation or exportation of goods; or 
which grow out of transactions involving the 
domestic shipment of goods provided shipping 
documents conveying or securing title are at- 


| Sec. 6. That section sixteen, paragraphs 
'two, three, four, five, six, and seven, be 
‘further amended and reenacted so as to read 
as follows: 

‘“‘Any Federal reserve bank may make appli- 
cation to the local Federal reserve agent for 
such amount of the Federal reserve notes 
hereinbefore provided for as it may require. 
Such application shall be accompanied with a 
tender to the local Federal reserve agent of 
collateral in amount equal to the sum of the 
Federal reserve notes thus applied for and 
issued pursuant to such application. The 
collateral security thus offered shall be notes, 
drafts, bills of exchange, or acceptances redis- 
counted under the provisions of section thirteen 
of this Act, or bills of exchange indorsed by 
a member bank of any Federal reserve district 
and purchased under the provisions of section 
fourteen of this Act, or bankers’ acceptances 

urchased under the provisions of said section 
ourteen, or gold or gold certificates; but in no 
event shall such collateral security, whether gold, 
gold certificates, or eligible paper, be less than 
the amount of Federal reserve notes applied for. 
The Federal reserve agent shall each day 
notify the Federal Reserve Board of all issues 
and withdrawals of Federal reserve notes to 
and by the Federal reserve bank to which he 
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is accredited. The said Federal Reserve Board | issued, or they may be returned to such bank 
may at any time call upon a Federal reserve for the credit of the United States. Federal 
bank for additional security to protect the| reserve notes unfit for circulation shall be 
Federal reserve notes issued to it. returned by the Federal reserve agents to the 
‘Every Federal reserve bank shall maintain | Comptroller of the Currency for cancellation 
reserves in gold or lawful money of not less than | and destruction. : 
thirty-five per centum against its deposits and) ‘‘The Federal Reserve Board shall require 
reserves in gold of not less than forty per cen-| each Federal reserve bank to maintain on 
tum against its Federal reserve notes in actual | deposit in the Treasury of the United States 
circulation: Provided, however, That when the | a sum in gold sufficient in the judgment of the 
Federal reserve agent holds gold or gold certificates | Secretary of the Treasury for the redemption 
as collateral for Federal reserve notes issued to of the Federal reserve notes issued to such 
the bank such gold or gold certificates shall be | bank, but in no event less than five per centum 
counted as part of the gold reserve which such | of the total amount of notes issued less the amount 
bank is required to maintain against its Federal | of gold or gold certificates held by the Federal 
reserve notes in actual circulation end-net-effset | reserve agent as collateral security; but such 
by Bolder wit ey-depesited—withthe deposit of gold shall be counted and included 
pderatreserve-agent. Notesso paid out shall! as part of the forty per centum reserve here- 
bear upon their faces a distinctive letter and inbefore required. The board shall have the 
serial number, which shall be assigned by the| right, acting through the Federal reserve 
Federal Reserve Board to each Federal reserve agent, to grant, in whole or in part, or to 
bank. Whenever Federal reserve notes issued | reject entirely the application of any Federal re- 
through one Federal reserve bank shall be serve bank for Federal reserve notes; but to the 
received by another Federal reserve bank they extent that such application may be granted 
shall be promptly returned for credit or re-| the Federal Reserve Board shall through its 
demption to the Federal reserve bank through local Federal reserve agent, supply Federal 
which they were originally issued or, wpon di- reserve notes to the bank so applying, and 
rection of such Federal reserve bank, they shall such bank shall be charged with the amount of 
be forwarded direct to the Treasurer of the United | s#e% notes issued to it and shall pay such rate of 
States to be retired. No Federal reserve bank interest on-seid-emeunt as may be established 
shall pay out notes issued through another by the Federal Reserve Board 
under penalty of a tax of ten per centum upon efseek on only that amount of such notes which 
the face value of notes so paid out. Notes pre- equals the total amount of its outstanding Federal 
sented for redemption at the Treasury of the reserve notes less the amount of gold or gold 
United States shall be paid out of the redemp- certificates held by the Federal reserve agent as 
tion fund and volamned to the Federal reserve collateral security. Federal reserve notes se 
banks through which they were originally issued to any such bank shall, upon delivery, 
issued, and thereupon such Federal reserve together with such notes of such Federal 
bank shall, upon demand of the Secretary of reserve bank as may be issued under section 
the Treasury, reimburse such redemption fund eighteen of this Act upon security of United 
in lawful money or, if such Federal reserve States two per centum Government bonds, 
notes have been redeemed by the Treasurer in become a first and paramount lien on all the 
old or gold certificates, then such funds shall assets of such bank. 
e reimbursed to the extent deemed necessary : doped pesepee beneath 
by the Secretary of the Treasury in gold or redvee—its—Habiity_for—outstending—eders 
old certificates, and such Federal reserve veserre—netes—by—depesitine-with+theederat 
anks shall,so long as any of its Federal reserve Peserre-egent—its—Federat reserve -netes,—gote: 
notes remain outstanding, maintain with the + 
Treasurer in gold an amount sufficient in the 
judgment of the Secretary to provide for all 
redemptions to be made by the Treasurer. 
Federal reserve notes received by the Treasurer 
otherwise than for redemption may be ex- 
changed for gold out of the redemption fund 
hereinafter provided and returned to the re- 
serve bank through which they were originally 
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the request of the Secretary of the Treasury 
the Federal Reserve Board shall require the 
Federal reserve agent to transmit se—mueh—ef 

to the Treasurer of the United 
States so much of the gold held by him as collateral 
security for Federal reserve notes as may be 
required for the exclusive purpose of the 
redemption of such netes Federal reserve notes, 
but such gold when deposited with the Treasurer 
shall be counted and considered as +f collateral | 
security on deposit with the Federal reserve | 
agent. 

“Any Federal reserve bank may at its dis- 
cretion withdraw collateral deposited with the 
local Federal reserve agent for the protection 
of its Federal reserve notes ttt 
issued to it and shall at the same time substi- 
tute therefor other Hke collateral of equal 
amount with the approval of the Federal 
reserve agent under regulations to be pre- 
scribed by the Federal Reserve Board. Any 
Federal reserve bank may retire any of its 
Federal reserve notes by depositing them with the 
Federal reserve agent or with the Treasurer of 
the United States, and such Federal reserve bank 
shall thereupon be entitled to receive back the 
collateral deposited with the Federal reserve 
agent for the security of such notes. Federal, 
reserve banks shall not be required to maintain 
the reserve or the redemption fund heretofore pro- 
vided for against Federal reserve notes which 
have been retired; nor shall they be further liable | 
to pay any interest charge which may have been 
imposed thereon by the Federal Reserve Board. 
Federal reserve notes so deposited shall not be 
reissued except upon compliance with the con- 
ditions of an original issue.” 


| 


Sec. 7. That section seventeen be, and isa 


hereby, amended so as to read as follows: 
“Sec. 17. So much of the provisions of sec- | 
tion fifty-one hundred and fifty-nine of the 
Revised Statutes of the United States and sec- 
tion four of the Act of June twentieth, eighteen | 
hundred and seventy-four, and section eight of 
the Act of July twelfth, eighteen hundred and 


eighty-two, and of any other “seer ee of ex- 4 


isting statutes as require that before any 
national banking associations shall be author- 
ized to commence banking business it shall 
transfer and deliver to the Treasurer of the 
United States a stated amount of United States | 
registered bonds, and so much of those provi- 
sions or of any other provisions of existing | 
statutes as require any national banking associa- | 
tions now or hereafter organized to maintain a | 
minimum deposit of such bonds with the Treas- | 
urer is hereby repealed.” | 


Sec. 8. That paragraph five of section 
eighteen be, and is hereby, amended so as to 
read as follows: 

“Upon the deposit with the Treasurer of the 
United States of bonds so purchased, or any 
bonds with the circulating privilege acquired 
under section four of this Act, or any three per 


_centum one-year gold notes issued in accordance 


with the provisions of this section, any Federal 
reserve bank making such deposit in the man- 
ner provided by existing law for the deposit by 
national banks of bonds bearing the circulating 
pie 98 shall be entitled to receive from the 

omptroller of the Currency circulating notes 
in blank, registered and countersigned as pro- 


vided by law, equal in amount to the par value 


of the notes or bonds so deposited. Such cir- 
culating notes shall be obligations of the Federal 
reserve bank procuring the same, and shall be 
in form prescribed by the Secretary of the 
Treasury, and to the same tenor and effect as 
national bank notes now provided by law. 
They shall be issued and redeemed under the 
same terms and conditions as national bank 
notes, except that they shall not be limited to 
the amount of the capital stock of the Federal 
reserve bank issuing them. Circulating notes 


of Federal reserve banks secured by three per: 


centum one-year gold notes shall be subject to the 
same tax imposed by law on circulating notes 
which are secured by three per centum bonds of 
the United States.” 

Sec. 9. That section nineteen be further 


amended and reenacted so as to read as 


follows: 
“Src. 19. Demand deposits within the mean- 
ing of this Act shall comprise all deposits pay- 
ble within thirty days, and time deposits shall 
comprise all deposits payable after thirty days, 
end all savings accounts and certificates of 
deposit which are subject to not less than 
thirty days’ notice before payment, and all 
postal savings deposits. 
‘(Wihan» Q aanaine 






menrber Lvery bank, banking. association, or 
trust company which is or which becomes a 
member of any Federal reserve bank shall estab- 
lish and maintain reserve balances with its Fed- 
eral reserve bank zeser¥es as follows: 

‘““(a) Jf @-bentk not in a reserve or central re- 
serve city, as now or hereafter defined, it shall 
hold and maintain with the Federal reserve bank 
of its district an actual net balance reserves equal 
to not less than #webve seven per centum of the 
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aggregate amount of its demand deposits and | than eighteen thirteen per centum of the aggre- 
frre three per centum of its time deposits;—es gate amount of its demand deposits and #¥e 
folows: 


three per centum of its time deposits-asfeHews:. 
He etttie seeiteerths theres 


. s— - 
ev z 
z ce < 


. + alan 4 . 
14] fae: 


‘Every member bank shall maintain in its 
own vaults an amount of specie or currency equal 
to at least five per centum of its demand deposits 
less the amount of those balances with the Federal 
reserve bank which are in excess of the minumum 
balances required by this section. 









“(b) Jf e-benk in a reserve city, as now or & . ; 
hereafter defined, it shall hold and maintain depesits—se—kept——such—Steatebank—orteust 
with the Federal reserve bank of its district an eorypeny—shel-be-constrredarithin the mesa 
actual net balance reserves equal to not less than +e-efthis-seetion—asittheyarereteserre-de- 
fifteen ten per centum of the aggregate amount posits+-t-Hetionelbenktereserre-oreentret 
of its demand deposits and five ree per centum Feet ter Heeres tf 
of its time deposits; 

ht tse 





veseeve-bank ithe disisiettraviielsned state 


Pte eee pts 
sided-ne No member bank shall keep 
on deposit with any nonmenber bank a sum in 
excess of ten percentum of its own paid-u 
capital and surplus. No member bank shail 
act as the medium or agent of a nonmember 
bank in applying for or receiving discounts 
from a Federal reserve bank under the pro- 
visions of this Act, except by permission of the 
Federal Reserve Board. 
“The reserve required balance carried by a 
member bank with a Federal reserve bank may, 
, under the regulations and subject to such pen- 
alties as may be prescribed by the Federal 
mid pee prep thee heron Reserve Board, be checked against and with- 
}drawn by such member bank for the purpose 
e}of meeting existing liabilities: Provided, how- 
benkshel-be-held in the-raults-ef the Federal | ever, That no bank shall at any time make new 
recree banie ote tin nese pt lh or shall pay any dividends unless and 
| until the total reserve ‘balance required by law 
*“(¢) me Hf bank in a central reserve city, as | is fully restored. 

now or hereafter defined it shall hold and main-| “In estimating the reserves balances and 
tain with the Federal reserve bank of its district | the cash in vault required by this Act, the net 
an actual net balance reserve equal to not less | betenee difference of amounts due to and from 
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other banks shall be taken as the basis for 
ascertaining the deposits against which Pe 
serves required balances with Federal reserve 
banks and cash in vault shall be deter- 
mined. i 


actehed} oe eet bettie pee 
~ “National banks, or banks organized under 
loca’ laws, located in Alaska or in a dependency 
or insular possession or any part of the United 
States outside the continental United States 
may remain nonmember banks, and shall in 
that event maintain reserves and comply with 
all the conditions now provided by law regu- 
lating them; or said banks e i Hh 
peer may, with the consent of the 
Reserve Board, become member banks of any 
one of the reserve districts, and shall in that 
event take stock, maintain reserves, and be sub- 
ject to all the other provisions of this Act.” 
Sec. 10. That that part of section twenty- 
two which reads as follows: “Other than the 
usual salary or director’s fee paid to any officer, 
director, or employee of a member bank and 


other than a reasonable fee paid by said bank | 


to such officer, director, or employee for ser- 
services rendered such bank, no officer, direc- 
tor, employee, or attorney of a member bank 
shall be a ben: ficiary of or receive, directly or 
indirectly, any fee, commission, gift, or other 
consideration for or in connection with any 
transaction or business of the bank,’’ be, and 


as follows: 

‘Other than the usual salary or director’s 
fee paid to any officer, director, ee employee, 
or attorney of a member bank, and other than 


a reasonable fee paid by said bank to such | 


officer, director, ee employee, or attorney for 
services rendered to such bank, no officer, 
director, employee, or attorney of a member 
bank shall be a beneficiary of or receive, 
directly or indirectly, any fee, commission, 
gift, or other consideration for or in connection 
with any transaction or business of the bank: 
Provided, however, That nothing in this Aci 
contained shall be construed to prohibit a director, 
officer, employee or attorney from recewing the 
same rate of interest paid to other depositors for 
similar deposits made with such bank, or to pro- 


hibit an attorney or director who is not an officer | 


or employee from recewing, directly or vndi- 
rectly, the usual and customary commissions or 


of such bank; but in this latter case the action 
of the board of directors in directing each pur- 





chase or sale of such securities or other invest- 
ments must be by an affirmative vote or written 
assent of at least three-fourths of the members of 
the board excluswe of the director interested and 
must be recorded in the minutes of the meeting 
of said board, such minutes to specify the name 
of the director and the firm or corporation with 
which he is connected, if any, through which 
such order is to be executed, together with the 
amount of the fee or commission to be paid on 
each transaction: And provided further, That 
notes, drafts, bills of exchange, or other evidences 
of debt executed or vndorsed by directors or attor- 
neys of a member bank may be discounted with 
such member bank on the same terms and condi- 
tions as other notes, drafts, bills of exchange, or 
evidences of debt upon the affirmative vote or 


written assent of at least three-fourths of the 


members of the board of directors of such member 
bank. 

Sec. 11. That section twenty-five be 
amended by adding a subsection (a) to read 


as follows: 


‘Sec. 25a. That any member bank located 
in a city or incorporated town of more than 
one hundred thousand inhabitants and pos- 
sessing a capital and surplus of $1,000,000 or 
more may, under such rules and regulations 
as the Federal Reserve Board may prescribe, 
establish branches, not to exceed ten in number, 
within the corporate limits of the city or town 


‘in which it is located: Provided, That no such 
hereby is, amended and reenacted so as to read | 


branch shall be established in any State in 


‘which neither State banks nor trust companies 
-may lawfully establish branches.” 


Press Statement. 


The Federal Reserve Board to-day made 
public the text of a memorandum transmitted 
to it by Mr. James B. Forgan, president of the 
Federal Advisory Council, expressing the views 
of that body with reference to the proposed 
amendments to the Federal reserve act re- 
cently submitted to the Banking and Currency 
Committees of the two Houses of Congress by 
the Federal Reserve Board. 

It will be noted that the council unanimously 


approved the proposed note-issue amendment 


epee . .“" which has been stricken out by the House 
fees for services rendered in buying and selling | , 


securities or other investments for or on account | 


Committee on Banking and Currency, and that 
the council has suggested a modification of the 
proposed reserves to be carried by member 
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banks with the Federal Reserve Banks. In| standpoint, however, of a practical working 


view of the fact, however, that the House 


committee struck out all requirements for | 
vault cash, the Board believes that the sug- | 


gested reserves of 7, 10, and 13 per cent, re- 
spectively, for country banks, reserve city 
banks, and central reserve city banks should 
be retained. 

The advisory council’s memorandum, dated 
January 25, is as follows: 


RECOMMENDATIONS BY THE FEDERAL ADVISORY 
COUNCIL IN REGARD TO THE AMENDMENTS 
TO THE FEDERAL RESERVE ACT PROPOSED BY 
THE FEDERAL RESERVE BOARD, JANUARY, 1917. 


No. 1. Amendment to section 16, which 
provides — 


(a) For the issue of Federal Reserve notes 
directly against the deposit of 100 per cent 
gold, or 100 per cent of paper, or both; 

(b) For the counting of gold held by the 
Federal Reserve agents as security for notes 
as part of the gold reserve required to be held 
by the bank against such Federal Reserve 
notes— 


meets with the approval of the Federal Ad- 
visory Council. 

No. 2. In re amendment of section 19, ab- 
breviating and simplifying the clauses in sec- 
tion 19 which relate to reserve requirements. 
This provides that all member banks shall 
maintain reserves in the Federal Reserve Bank, 
as follows: 


| Against | Against 
demand | time de- 
deposits. | posits. 








Per cent. Percent. 
gs ee ee ‘ 7 
(Hy MeOOURVO CITY DOMES: . oc css ci ei ce ec cteacs =r 16 3 
(c) Central reserve city banks...............-...-- 13 


And in addition every member bank is re- 
quired to keep in its own vault for till money 
an amount of specie or currency (not necessa- 
rily gold or lawful money) equal to 5 per cent 
of its demand deposits, less the amount of net 
balance with Federal Reserve Banks in excess 
of the minimum above stipulated. 


This amendment is in harmony with one of 
the basic principles of the Federal Reserve Act 
to the effect that the bulk of the gold held as 
reserves for bank deposits should be mobilized 
sn the Federal Reserve Banks. From the 


basis the council doubts if so much as is pro- 
posed of the member banks’ available cash 
should be arbitrarily tied up in the form of 
compulsory balances with the Federal Reserve 
Banks. 

The council at its meeting of September 19 
last, drew the Board’s attention to the fact that 
until the State banks join the system and daily 
clearing-house balances can be settled by checks 
on the Federal Reserve Banks the member 
banks, especially in the large cities, must keep 
a sufficient supply of gold or lawful money on 
hand for the settlement of such balances as well 
as for their counter use. Besides this it would 


_be a conservative policy for the member banks 


to keep in their own vaults a reasonable amount 
of gold or lawful money proportionate to their 
demand deposits. Banks located in Federal 
reserve cities now receive from the Federal Re- 
serve Banks late in the afternoon checks on 
themselves in large volume and amount which 
have accumulated during the day and have 
been charged against their legal reserve bal- 
ances in such large volume and amount as to 


hamper them in maintaining their legal reserve 


balances. In our opinion 5 per cent cash on 
hand would not be sufficient for these purposes, 
and from a practical standpoint it would facili- 
tate the operations of the member banks if the 
minimum compulsory balances to be kept by 
them with the Federal Reserve Banks against 
their demand deposits Were at least reduced 
1 per cent in each class and the percentage of 
the till money correspondingly increased in the 
case of the reserve city and central reserve city 
banks, the increase in till money in the case of 
the country banks being unnecessary. The 
council’s recommendation is therefore as fol- 
lows: 





Deposits | Deposits 
| in Fed- | in Fed- 
eral eral 
| Reserve | Reserve Till 
Banks Banks money. 
against | against 
demand time 
| deposits. | deposits. 





Per cent. Per cent. | Per cent. 
6 : 5 


Reserve citv banks. ........- carne 9 3 
Central reserve city banks..........--- 12 3 
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No. 3. Amendment of section 11, so as to | 





The council would recommend that the pro- 


permit the Federal Reserve Board to raise posed addition to section 22 commencing with 


reserve requirements in emergencies, just as it | « p, 


is now empowered in certain contingenc ies of a 
different kind to lower those requirements. 


The council is of opinion that it would be| 


undesirable and unnecessary to grant such | 
power to the Federal Reserve Board. The 
Board would only take action under such power 
when member 
surplus cash reserves and its action then could 
only apply to member banks. The effect 
would therefore be that member banks would 
be compelled to increase their noninterest- 
bearing balances with the Federal Reserve 
Banks while nonmember banks would have the 
free use of theirfunds. It would place another 
stumbling block in the way of State banks 
joining the system. 

No. 4. Amendment of section 13, to permit 
nonmember State banks and trust companies, 
even though too small to be eligible for mem- 
bership in the Federal Reserve Banks, to avail 
themselves of the clearing and collection facili- 
ties of the Federal Reserve Banks, provided 
that they cover at par checks on themselves 
sent for collection by the Federal Reserve 
Bank and provided further that they keep 
a compensating balance with the F ederal Re- 
serve Bank in an amount to be determined 
under rules prescribed by the Federal Reserve | 
Board. 


This might work to the mutual advantage 


of the member banks in connection with the: 


| 
| 


check-collection system and of nonmember | 
banks willing to conform to the rules prescribed | 
by the Federal Reserve Board as well as to that | 
of the Federal Reserve Banks through the 
compensating balances. The experiment might | 
be worth trying. 


No. 5. Amendment of section 22—the penal 
statute— 
and limitations of directors in the matter of 
accepting fees or compensation other than the 
ordinary fees paid directors for legitimate serv- 
ices rendered in the regular course of business, 
the performance of which services is not in-| 
cumbent upon them in their capacity 
directors. 


as 


same rate of interest 


banks are overburdened with | 


‘ovided, however, That nothing in this act 
contained”’ should be amended as follows: 


Provided, however, That nothing in this act 
contained shall be construed to probibit: a direc- 
tor, officer, or employee from receiving the 

»aid to other depositors for 
similar deposits ade with such bank, or to 
prohibit a director, who is not an officer or em- 
ployee from receiving, directly or indirectly, the 
usual and customary commissions or fees for 


'services rendered in buying and selling securi- 
_ties or other investments for or on account of 


| the-beard—of 


such bank, ereHen-ot 
ehaser-er-sale-of-such-seeurities-er-etherinvest- 
Brett —ttst he ae tt ett tae ete et 
writter—assent-ef-atteast+th 


teecfortthsot tte 
Hrenther—atthedentdeseti ste the teetct 
titerested-—-nd but each such transaction must 
be recorded in the minutes of the meeting of 
said Board, such minutes to specify the name 
of the director and the firm or corporation with 
which he is connected, if any, through which 
such order is te-be executed together with the 
amount of the fee or commission ¢e-be paid on 
each transaction: And provided further, That 
notes, drafts, bills of exchange, or other evi- 
dences of debt executed or indorsed by directors 
of a member bank may be discounted with such 
member bank on the same terms and conditions 


as other notes, drafts, bills of exchange, or 
evidences of debt - e-oF 
wd hreefourthsof-the 


sitciliaimcihedhiedaaneatachadianaianttak cet 
temberbarnk- 


The council makes this recommendation 
because, in its judgment, an affirmative vote or 
written assent of at least three-fourths of the 


-members-of the Board is an unnecessary restric- 


so as to define more clearly the rights | 


tion in connection with such services by a direc- 
tor as the buying and selling of securities and 
inasmuch as notes, drafts, bills of exchange, or 
other evidences of debt executed or indorsed by 
bank directors are as a rule the very best of 
their class, the placing of special restrictions on 


the discounting of such instruments for direc- 


tors would only unnecessarily and unwarrant- 


ably impede legitimate business or force it into 
| other banks. 
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No. 6. Amendment of section 13 to restore 
the provision which was by error stricken from 
the act in the amendments of September 7, 
1916, thus restoring to national banks, with the 
ghee of the Federal Reserve Board, the 
right to accept up to 100 per cent of their capital 
and surplus in transactions involving imports 
and exports. 


The council approves this amendment. 


No. 7. Amendment of section 17, to cancel 
the provision of The National Bank Act which 
requires national banks to maintain a minimum 
deposit of Government bonds with the Treas- 
urer of the United States. 


The council approves this amendment. 


No. 8. Amendment of section 25 to authorize 
member banks located in cities of more than 
100,000 population and which have a capital 
and surplus of more than $1,000,000 to estub- 
lish branches in the same city, provided the 
State laws do not prohibit State banks and 
trust companies from establishing branches. 


The council has already advised the Board 
that it approves the authorization of member 
banks located in cities of more than 100,000 
population and which have a capital and sur- 
plus of more than $1,000,000 to establish 
branches in the same city, but disapproves the 
granting of such a privilege to the banks in 
some States while it is withheld from banks in 
other States irrespective of State laws affecting 
State banks and trust companies in regard to 
the establishment of branches by them. 


No. 9. Amendment of section 9, to authorize 
mutual savings banks not having a capital 
stock to become associate members of the 
Federal Reserve System under certain pre- 
scribed conditions. 


The council approves this amendment. 


No. 10. Amendment of section 18, so as to 
give to United States one-year 3 per cent gold 
notes in the hands of Federal Reserve Banks 
the circulation privilege for the issuance of 
Federal Reserve Sask notes. 

The council would recommend that instead 
of amending section 18 so as to give United 
States one-year 3 per cent gold notes in the 
hands of Federal Reserve Banks the circulation 








privilege for the issuance of Federal Reserve 
bank ndtes that the law providing for the ex- 
change of 2 per cent gold bonds bearing the 
circulation privilege, but against which no cir- 
culation is outstanding, for one-year gold notes 
to an amount not exceeding one-half of the 
2 per cent bonds so tendered for exchange, be 
so amended as to do away with the one-year 
gold notes entirely and provide that the 2 per 
cent gold bonds may be exchanged for an equal 
amount of thirty-year 3 per cent gold bonds 
without the circulation privilege. 

No. 11. Amendment of section 4, to abolish 
the title and office of Deputy Federal Reserve 
Agent, thus having two unattached class C 
directors instead of one as at present, and to 
create the position of Assistant Federal Re- 
serve Agent, who shall not be a director of the 
bank, but who shall be a salaried bonded 
officer in the Federal Reserve Agent’s depart- 
ment serving at all times as an assistant to 
the Federal Reserve Agent and qualified to 
act for the agent in his absence. 

As member banks and others doing business 
with the Federal Reserve Agent and his assist- 
ant would not necessarily be charged with 
knowledge of the absence or disability of the 
Federal Reserve Agent, the restricted power of 
his assistant to act in his name and stead only 
during his absence or disability should for their 
protection be removed by striking out the 
words “during his absence or disability”’ oc- 
curring in the last paragraph of the proposed 
amendment. If the assistant should act in 
any matter of importance during the presence 
or disability of the agent to act for himself his 
action would be null and void. Otherwise the 
council sees no objection to the amendment. 

JANUARY 29, 1917. 


Amendment as to Reserve Provisions. 


The following computation, prepared for the 
House Banking and Currency Committee, 
serves to illustrate the effect of the amend- 
ment to section 19 of the Act, proposed by the 
Board, upon the deposits with Federal Reserve 
Banks by showing comparatively the amount 
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of the deposits which member banks are now 
required to maintain with the Federal Reserve 
Banks, namely, $547,707,000, and the amount 
they would be required to maintain wére the 
amendment enacted, or $901,910,000. The 
total amount of reserve required, which is now 
$1,369,315,000, would be slightly reduced, to 
$1,332,986,000, the principal part of the re- 
duction being in the requirements for country 
banks. The figures used are those given in the 
Comptroller of the Currency’s summary of re- 
ports for national banks at close of business 
November 17, 1916, and the formula for com- 
puting reserves prescribed by the comptroller 
has been used, with the exception that the 
requirements are computed as they will be 
after balances with correspondents shall have 
ceased to count as legal reserve. 


{In thousands of dollars.] 





| Central | 














Reserve 
As of Nov. 17, 1916. “a” | ci ya Total. 
| banks. anks, 
banks. | 
qpdienieemranmmngerens — — aii ae oe — 
Dee te Wake. 6. nk ses. 1,553,234 | 4,935 en 
11, $68, 974 | 496,190 .........- 
'1, 363, 209 432,309 |..... een 
Less—due from banks........ 285,619 | 788,380 944,767 ......... 
i ee ee eh ae eaeeee 
Dividends unpaid............ | 105 | 284 ge 
Demand deposits............ 1, 960, 610 2, 015,082 3,346,906 |.......... 
REE 3, 228, 330 |2, 590,195 3,347,907 ....-.-.-. 





Deductions allowed: | 

Checks on other banks in | 
a a eee | 8,287} 7,600 OBE. bss cusceas 

Exchanges for clearing | 
house........ penickusse | 392,921 | 106,511 Ce 2 ee 


BOR y sini ase ene -e+-| 401,208 | 114,111 DD, BFB jasinn snes 


Net demand deposits... ..'2, 827,122 |2, 476,084 3,318,319 |.......... 
Time deposits............ 76,272 | 287,922 1,452,252 |....... . 
Reserve required to be in | 
Federal Reserve Bank: 
13-10-7% on demand de- is 




















Reeder | 367,526 | 247,608 | 232,282 | 847, 416 
3% on time deposits...... i 2, 288 8,638 43, 568 | 54, 494 
| 369,814 | 256,246 | 275,850 | 901,910 
On present basis: | 
-6-5% on demand de- | | 
Ee | 197,898 | 148,565 | 165,916 | 512,379 
Approximately 2% on | . | 
time deposits.......... 1, 525 5, 758 28, 045 | 35, 328 








| 199,423 | 154,323 | 193,961 | 547,707 


Total reserve required, new | 

basis (18-15-12%, 3% on | | | 

time deposits)............. 511,170 | 380,050 | 441,766 | 1,332,986 
Total reserve required, pres- | 

ent basis (18-15-12%, 5% on 

time deposits).............. 512,696 | 385,809 | 470,810 | 





1, 369, 315 








Subtreasuries and Federal! Reserve Banks. 


There is herewith reprinted the letter of the 
Secretary ofj the Treasury, dated December 
16, 1916, transmitting a report relative to the 
United States jsubtreasuries and their relation 
to the Federal Reserve Banks to the Speaker 
of the House of Representatives, as follows: 


Sir: In the legislative, executive, and judicia 
appropriation act approved May 10, 1916, it is 
provided that— 

‘‘The Secretary of the Treasury is authorized 
and directed to report to Congress at the be- 
ginning of its next session which of the sub- 
treasuries, if any, should be continued after the 
end of the fiscal year 1917, and if, in his opinion, 
any should be continued, the reasons in full 
for such continuance; also if any or all of said 
subtreasuries may be discontinued what legis- 
latton will be necessary in order to transfer 
their duties and functions to some other branch 
of the public service or to the Federal Reserve 
Banks.”’ 

In accordance with the above authorization 
and direction, I have the honor to report as 
follows: 

There are nine subtreasuries located, re- 


spectively, in the cities of Boston, Mass.; New 


ork City, N. Y.; Philadelphia, Pa.; Balti- 
more, Md.; Cincinnati, Ohio; Chicago, IIl.; St. 
Louis, Mo.; New Orleans, La.; and San Fran- 
cisco, Cal. The subtreasury system was au- 
thorized by the act of August 6, 1846, and sub- 
sequent acts amendatory thereof. 

he duties and functions of the subtreasuries 

may be stated generally as follows: 

Issue of gold order certificates on gold 
deposits. 

Acceptance of gold coins for exchange. 

Acceptance of standard silver dollars for 


| exchange. 


Acceptance of fractional silver for redemp- 
tion. 

Acceptance of minor coins for redemption. 

Acceptance of United States notes for re- 
demption. 

Acceptance of Treasury notes for redemp- 
tion. 

Acceptance of,gold and silver certificates for 
redemption. 

Cancellation (before shipment to Washing- 
ton) of unfit currency. 

Laundering of unfit currency which permits 
of this process. 
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Exchange of various kinds of money for | Reserve Banks, the reserve and trust funds of 
other kinds that may be requested. the Government, viz, gold coin and bullion 
Remittances from United States depositary | and silver dollars held in trust by the Govern- 
banks of their surplus deposits of internal-| ment against outstanding gold and silver cer- 
revenue, customs, money-order, postal, and | tificates and greenbacks, are not included in 
similar funds. this authorization. The gold coin and bullion 
Deposits of postal savings funds direct. held against gold certificates, amounting at 
Deposits of money-order funds direct and | present to more than $2,000,000,000, a con- 


indirect. siderable part of which is deposited in the sub- 
Deposits of post-office funds direct and | treasuries, should not, in my opinion, be com- 
indirect. mitted to the custody of any private corpora- 
Deposits on account of 5 per cent redemption | tions (and the Federal Reserve Banks are 
fund. private corporations), but should be in the 
Deposits of interest on public deposits. physical control of the Government itself. This 
Deposits of funds belonging to disbursing | applies with equal force to the $152,979,025 of 
officers. gold reserve held against United States notes 


Funds deposited for transfer to some other | and Treasury notes of 1890 and the silver dol- 
point through a payment by a subtreasury | lars held against silver certificates. If, how- 
located thereat. ever, it should be deemed advisable to transfer 

Encashment of checks, warrants, and drafts | the custody of these trust funds to Federal Re- 
drawn against the Treasurer of the United |serve Banks or to any other private corporation 
States and presented at a subtreasury for | or corporations, it would be necessary to make a 


payment. special deposit of such funds in vaults especially 
e payment of United States coupons and | constructed for the purpose and to maintain a 
interest checks. Federal guard or some form of adequate Gov- 


In addition to the foregoing the subtreasuries | ernment control over such vaults. 
have the custody of a large part of the reserve} Since the Federal Reserve Banks are, as I 
and trust funds, consisting of the gold coin and | have already stated, private corporations, just 
bullion and silver dollars deposited to secure | as are the national banks, the duty of providing 
gold and silver certificates and greenbacks. the necessary storago vaults and of assuming 
The receiving of deposits and payment of| the custody and control of these trust funds 
checks has been assumed to a large extent | could not be imposed upon the Federal Reserve 
since the establishment of the Federal reserve | Banks by legislation. It could only be accom- 
system by the designation of Federal Reserve | plished by negotiation and agreement, involv- 
Banks as Government depositaries in those | ing, necessa Ly, compensation for the service 
subtreasury cities where Federal Reserve | performed. ether or not arrangements 
Banks are located. Federal Reserve Banks| could be made with Federal Reserve Banks 
are located in the subtreasury cities of Boston, | or any private institutions for the custody of 
New York, Philadelphia, Chicago, St. Louis, | these trust funds upon terms and under con- 
and San Francisco. New Orleans has a/| ditions satisfactory to the Government and 
branch of the Federal Reserve Bank of Atlanta, | at a saving in cost over the subtreasury meth- 
while neither Baltimore nor Cincinnati has a/| ods, while, at the same time, providing all of 
Federal Reserve Bank. the conveniences in handling these funds and 
It has always been deemed advisable to de-| the same measure of security as now afforded 
posit the gold reserve and trust funds of the —— subtreasury system, is a matter upon 
Government in several places rather than to| which I am unable to express an opinion. I 
concentrate them in one, for reasons of security | desire to repeat, however, my earnest convic- 
as well as public convenience. tion that it would be unwise to commit the 
The Federal Reserve Act does not expressly | custody of these trust funds to any private 
or by implication contemplate the substitu-| institution or institutions. The custody of 
tion of the Federal Reserve Banks for the sub- | these trust funds, their maintenance, direction, 
treasuries, nor would it in my opinion be pos-| control, and administration are distinctly a 
sible, or advisable if possible, to attempt such | governmental function, and should be exer- 
a substitution. While the general or current | cised only by the Government. 
fund of the Treasury may, in the discretion of| Aside from the custody of the trust funds of 
the Secretary, be deposited in the Federal | the Government, the subtreasuries perform a 
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highly useful service to the public in making 
exchanges of money, supplying money and 
coin where needed, and reducing the cost and 
expense of shipments of money and coin from 
a common center. It is necessary to maintain 
the facilities and conveniences provided by 
the subtreasuries in the large centers of busi- 
ness in the country, such as the cities in which 
the subtreasuries are now located. Even if 
these particular functions could be transferred 
to “at ana: Reserve Banks where they exist, the 
services rendered by the substituted agencies 
would have to be compensated for. This 
would involve expense to the Government, 


while, at the same time, the facilities provided | Boston 


might not be as thorough and ata as 
those supplied by the subtreasuries themselves. 

It has Som suggested that the subtreasuries 
are merely conveniences and not necessities, 
and that their duties might be performed 
‘entirely by the Treasury in Washington. This 
is in a sense true, but the cost of handling all 
the business from a common center, in a 
country so extensive as the United States, 
might be greater than the expense of the sub- 
treasury system, whereas the delays and 
inconveniences which the public would have 
to suffer might prove a very serious handicap 
upon business. It could with equal force be 
argued that internal revenue offices throughout 
the United States could be abolished and all 
of the work done at Washington, and, in like 
manner, that many of the customs offices 
throughout the country could be abolished and 
all of the work done from Washington. It is 
the duty of the Government to provide 
adequate facilities to meet the convenience 
and necessities of the public in all parts of the 
country, and the problem must be considered 
as a whole and not merely in detail. 

It may be possible to reduce the expense of 
administration of some, or all, of the sub- 
treasuries. It has been only one year since 
the Federal Reserve Banks were made Govern- 
ment depositaries and fiscal agencies, and the 
current or general funds of the Government 
in such cities transferred to Federal Reserve 
Banks. About that time I appointed an im- 
provement committee (described in my annual 
report of 1915) to make a careful study of 
departmental methods in all directions and to 
report upon the best means of improving the 
general administration of the Treasury service 
in its various important branches. The ad- 
ministration of the subtreasuries is one of the 
subjects for investigation, and I sincerely hope 
that within another year it may be found 
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possible to reduce the expense of operating 
these institutions in some, if not in all, of the 
cities where they are now located. 

‘The amount of the Government funds in 
each subtreasury, the volume of the total 
transactions annually performed by them, and 
the cost of maintaining these institutions are 
set forth in the following table: 























| Expense 
| Government Total transac- of main- 
Subtreasury. | funds held tions, fiscal tenance, 
June 30, 1916. year 1916. fiscal year 
1916. 
| 
ree | $12, 573,371.07 | $108,215,675.59 | $33,749.53 
OBOO < cccwcccvccocscces | , 452, 695. 217, 020, 680. 17 52, 051. 29 
CNN so vebcctccescese 120, 587, 589. 79 597, 365, 033. 95 84, 325. 04 
Cincinnati.............. | 31,388,654.90 |  105,703,081.30 | 28,819. 14 
New Orleans. .......... | $1,917, 751.13 73, 990, 519. 44 27,481. 22 
New York.............. | 320, 402, 485.45 | 2,464,715, 492.12 | 187,587.75 
Philadelphia. .......... | 26, 183, 266. 27 , 623,903.18 | 57,792. 76 
Gs Menges cvetvocves | 48,629, 847.19 193, 370, 692. 54 37, 385. 63 
San Francisco.......... | 99, 088, 010. 01 291, 058, 033. 53 25, 812. 27 
LR | 734, 178,671.05 | 4,525,063, 111.82 | 535,004. 63 





It will be seen that the cost of maintaining 
these institutions, treating the subtreasur 
system as a whole, is only one one-hundredt 
of 1 per cent, approximately, on the total 
transactions involved—an insignificant sum 
compared with business done, the important 
service performed, and the conveniences af- 
forded to the public. Aside from New York, 
the cost of maintaining the other eight sub- 
treasuries is $347,416.88, which is a com- 
paratively small sum to pay for the service and 
convenience they provide. If these institu- 
tions were abolished, the total cost of operat- 
ing them would not be saved, as a counter 
expenditure by the office of the Treasurer in 
Washington, resulting from the increased work 
that would be thrown upon that office, would 
be entailed. 

I am of the opinion that it would be inadvis- 
able at this time to abolish all, or any, of the 
subtreasuries. It is an important matter and 
should be considered deliberately. With the 
test of further experience it may develop that 
the functions of the subtreasuries, or some of 
them, may be transferred to Washington, or 
to some other agency, but action should not be 
taken hastily or inadvisedly. - 

I regret exceedingly that my necessary 
absence from Washington, in connection with 
the establishment of the Federal farm Joan 
banks and other public business, made it im- 
possible for me to submit this report to the 
Congress at an earlier date. 

Respectfully, 


W. G. McAnoo, Secretary. 

































a aCe 


Fesrouarr 1, 1917. FEDERAL RESERVE 








Commercial Failures in 1916. 


Analysis of the failure statistics compiled by | 
R. G. Dun & Co. shows that the reduction in | 
the commercial mortality during 1916, as com-| — 
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Total commercial failures. 
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/were $16,745,274, against $19,605,274 in the 
| previous year and $30,899,162 in 1914. 


Failures in 1916 by Federal Reserve districts. 
































pared with recent years, was generally shared | | Manufacturing. 
by the different Federal Reserve Bank districts. | Districts. | aie) " - 
They were 16,993 suspensions, involving | “ber. enamels eran Ver | Liabilities. 
$196,212,256, last year. Of this aggregate, | —————— SNGIRCIED wedectnens eaeethe Gcaeiens 
1,639, or 9.1 per cent, occurred in the first dis- | Nov3.202.202., 2834 | 20)80e'153 | “4etaoree | 1,098 | anlaageone 
trict; 2,834, or 16.8 per cent, in the second; | No.42272202777 1,278 | fea 17,683,783 | 398 | eae aon 
974, or 5.7 per cent, in the third; 1,278, or 7.5 kx L907 | 157681080 207056; 677 | a 1948 258 
per cent, in the fourth; 1,096, or 6.6 per cent, "preoss7 | saasers | iss| sieras 
in the fifth; 1,707, or 10 per cent, in the sixth; | No: | sosso1s | sauses? | day | xeostans 
2,174, or 10.9 per cent, in the seventh; 1,042, or | Novi2.2222221)] 2,028 | w'gsr.gar | aviseraa | ast | Btasetaos 
6.5 per cent, in the eighth; 540, or 3.2 per cent, | United States. [6,993 | 113,590, 026 | 195,212,256 | 4,106 72, 000, 580 
in the ninth; 802, or 5.8 per cent, in the tenth: | taaioe---+++] Spies | Mebveee ee] Sepeenase | Sass | eben are 
870, or 5.1 per cent, in the eleventh; and 2 028, 191222 22222]) 15,482 | 136,598,168 | 203,117,301 18 ‘errs 
in the twelfth district. | : tlc adie 

The liabilities, as usual, show rather wide | Trading. (Other commercial. Bank failures. 
variation, although in each instance there is a | Dede | Sananel ane nconee : 
substantial falling off from previous years. | Mer. | Liabilities. ‘Nom Liabilities. “ep” Liabilities. 
The second district, which includes New York | ————|— SEER Paes —— | 
City and tributary territory, provides the larg-  ¥°-}-----: as aseaws | 176| osnrs | 2 | saoon 
est total, with $47,407,166. In the seventh | N}$---::) S| Gooesea| T1| essmer 6 | gozien 
district the indebtedness was $23,117,920; in | No: §77:7:)| 1,440 | 11492300| 38| Sorel 16 | 3, 48008 
the sixth, $22,056,677; in the fourth, $17,683,- | Xo; |") “sil a) gare 
783; in the twelfth, $17,587,781. Smaller  X°-° oi Sree al ar 
amounts were supplied by other districts, the | | 110 | 1,457,887 | * 150, 000 
ninth reporting only $4,724,399. | | | 

There were 50 banking failures, with liabili- | Stats...) 1088 | 23a 828 co laeter| 13 eRe 
ties of $10,396,779, in 1916. Sixteen, involving | — $4...) 14,81 igi 118 212 | = 56, “, mn) SS 
$3,489,178, occurred in the sixth district; 9 in| —_1912.-.-| 11,011 | 91,779, wt 602 | 24,617, <ul (lira beecemeaane 
the seventh for $1,311,000; 6 in the eleventh 
for $1,489,000; 1 in the second for $1,200,000; FE aks or ee 
6 in the fourth for $972,601; 4 in the eighth for| — waeioe Lieenmnlaieenti 


$965,000; and 2 in the fifth for $480,000. In 





the six other districts banking defaults were in- 
significant, in no instance exceeding $175,000, 
while in the twelfth district none were reported. 

Sincé the latest returns afford the best indi- | No. 
cation of present conditions, there is much that | No. 





is gratifying in the statistics of December fail- | No. 11... .-... o.oo eects 


111 | $952,201 
204 | 2,448,872 

65 1,514,179 
105 | 4,465,564 





ures. Commercial defaults last month num-| ~~ ee ee a ae 
bered only 1,252, the smallest both in numbers ib seseeseusneenecnneneens 
and indebtedness for the period of any year IB ooo coa cece cece 
back to 1911 and comparing with 1,704 in 1915 IOI eo .oeeseeecceeescesees 





The liabilities for the month 


and 1,938 in 1914. 


76 1, 494, 769 
142 1, 601, 966 
193 | 1,393,976 
84 | 858, 932 
43 295, 002 
54 | 287, 646 
40 254 , 222 
145 1,177,945 
1,252 | 16,745,274 
1, 704 | 19, 605, 274 
1,938 | 30,899,162 
1,514 | 31,480,961 
1,311 | 18,164,589 
1,226 | 17, 659, 602 
1,128 17,039, 081 
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Below are reproduced letters sent out from 
time to time over the signatures of the officers 
or members of the Federal Reserve Board 
which contain information believed to be of 
‘ general interest to Federal Reserve Banks and 
member banks of the system: 


Bill of Lading Drafts. 
(To a Federal Reserve Bank.) 

I have received your letter of December 26, 
asking that you be advised in what manner 
you might papery handle bill of lading 
drafts forwarded to you for collection by 
your member banks. 

This class of business has been under-| 
taken by several of the Federal Reserve | 
Banks as a collection transaction. The drafts | 
are credited upon receipt and when paid the | 
sending bank is charged interest at the pub-| 
lished rate for the time the draft is outstanding | 
plus the actual cost of collection. 
«For your information 1 am sending you, 
herewith a copy of circular issued by the 
Federal Reserve Bank of Minneapolis to its | 





DECEMBER 29, 1916. 





Agricultural and Live-Stock Paper. 
(To Federal Reserve Agents and Banks.) 

In answer to inquiries received from some 
banks as to proper methods of classifying the 
discount material on hand under the several 
heads shown in the lower portion of Form 38, 
especially under the head of ‘Agricultural and 
live-stock paper,” I would say that it is the 
desire of the Board that the Federal Reserve 
Banks ascertain in all cases whether the original 
loan has been obtained from the rediscounting 
member bank for agricultural, industrial, or 
commercial purposes so that all discount items 
of the Federal Reserve Bank might be re- 
ported to the Board properly classified. 

In classifying the discount material the Fed- 
eral Reserve Banks should in the first place be 

ided by the stated purpose of the original 
oan, as reported by the rediscounting member 
bank. In case this purpose is stated only in 


INFORMAL RULINGS OF THE BOARD. 


-p 
member banks, setting forth the terms and | 


conditions under which it accepts bill of lading | 
drafts for collection. | 
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engaged in farming, gives an unsecured note 
to Henry Jones, engaged in the fertilizer busi- 
ness, it would seem entirely proper to report 
the item as “Unsecured commercial and in- 
dustrial paper,” unless there is information on 
hand which makes it clear that Jones was to 
use the proceeds of the loan for agricultural 
purposes. In case the note was secured by 
20 bales of cotton, it would be proper to report 
it as “commercial and industrial paper— 
secured,” unless the purpose of the loan was 
clearly stated to be agricultural. Nor would 
it make any difference in classification were 
the payee oF the note reported as “farmer.” 

In case Farmer Smith gives to Richard Jones 
a note secured bya lien on 25 steers (documents 
attached to note or not), it would be proper to 
report the item as live-stock paper, unless 
there is information to the effect that the pro- 
ceeds of the loan have been or are to be used 
for agricultural purposes. 

It is clear that all six-month paper is to be 
reported either as agricultural or live-stock 
aper. Item “Total bills discounted,” shown 
in the lower half of Form 38, should, of course, 
equal total of subdivision 1 (Bills discounted— 
members), in the upper half of the form. 

It is realized that the above explanations 
by no means exhaust all possible combinations, 
but it is thought that they will prove helpful 
to your discount department in the prepara- 
tion of the weekly statement on Form 38. 


JANUARY 17, 1917, 





Acceptances for Advertising. 
(To Federal Reserve Agents and banks.) 


A number of letters have been addressed to 
the Federal Reserve Board, raising the question 
whether a trade acceptance, whick is defined in 
the Board’s regulations as ‘“‘a draft or bill of 
exchange drawn by the seller on the purchaser 
of goods sold and accepted by such purchaser,”’ 
includes a draft or bill of exchange based on the 
purchase of advertising space. 

The term ‘‘goods”’ as used in the regulations of 
the Board includes goods, wares, merchandise, or 
agricultural products, including live stock, and 
because of the doubts raised as to whether this 
term is broad enough to include advertising 








general terms, as e. g., “in accordance with | space, the Board has ruled that a7draft or bill 
section 13,’’ the occupation of the borrower | of exchange drawn by a publisher, or other ad- 
should be used as a guide in classification. | vertising agency, on the purchaser of adver- 
Thus, if John Smith, a merchant, who is also | tising space and accepted by such purchaser 


ears 
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shall be considered a trade acceptance, pro- | 
vided the advertisement on which the draft or | 
bill is based is for the purpose of promoting or | 
facilitating the production, manufacture, dis- 
tribution, or sale of goods, wares, merchandise, 
or agricultural products, including live stock; 
and provided further that such advertisement 
is not illegal and is not for the purpose of pro- 


moting or facilitating any transaction which is | 


prohibited by the laws of the State in which it 
is to be consummated. 

Each Federal Reserve Bank should take such 
steps as it deems necessary to satisfy itself that 
a trade acceptance covering the sale of adver- 
tising space is of the character described in this 
letter. 

JANUARY 23, 1917. 


New National Bank Charters. 


The Comptroller of the Currency reports the 
following increases and reductions in the num- 
ber of national banks and the capital of na- 
tional banks during the period from December 
23,1916, to January 19, 1917, inclusive: 

Banks. 
New charters issued to..................- 13 
With capital of 
Increase of capital approved for.......... 18 
Wee 20 WASTE GES ct i RS 2, 140, 000 


Aggregate number of new charters and 
banks increasing capital................ 31 
With aggregate of new capital authorized ..... 3, 120, 000 


Number of banks liquidating (other than 
those consolidating with other national 


Capital of same bank................ccc0ecee eed 1, 175, 000 
Number of banks reducing capital........ 3 
Reduction of capital 125, 000 





Total number of banks going into liquida- 
tion or reducing capital (other than those 
consolidating with other national banks). 16 
Aggregate capital reduction................... 1, 300, 000 


The foregoing statement shows the aggregate of 
increased capital for the period of the banks 
embraced in statement was............... ,.. 3, 120, 000 
Against this there was a reduction of capital 
owing to liquidations (other than for con- 
solidation with other national banks) and re- 


Cn a 1, 300, 000 | 


Mt MUNGO 53 isse5 ie eect. ded acids 1, 820, 000 
In addition to the changes noted above, two banks 
with an aggregate capital of $1,050,000 were placed in the | Trustee, executor, and administrator: 
First National Bank, Kanawha, Iowa. 





hands of receivers during this period. 


_ Operation of the Clearing Plan. 


The following table shows briefly the clear- 
ing operations of the Federal Reserve system 
for the monthly period ending January 15, 
1917, with comparative figures for each of the 
five preceding months: 


Operations of the Federal Reserve interdistrict clearing system 
Dec. 16, 1916, to Jan. 15, 1917. 





bre 
: r 

. mber Average | Member from 
Bank. | amount of | banks which 


daily in the checks 
matin. clearing. district. are col- 











lected at 
par. 
NE Bidncrcgancegenakime 39,975 $11,479, 644 402 242 
New York..... 43,333 | 28,437, $362 623 313 
Philadelphia... 31,468 17,143,755 632 232 
Cleveland...... 17,496 | 9,072,701 752 492 
WINN so. odacccubads 16,993 8,057,983 521 
BI hn a deidesnivkes 14,133 | 4,153,361 389 416 
errr 20,016 | 13,522,793 1, 044 1,429 
TT RE eS, 9,701 | 8,174,589 
Minneapolis..............-. 5,256 | 6,554,245 707 1,100 
Kansas City................ 13,910 | 8,152,072 943 1, 408 
|.) ERA ae aR ae 13,348 | 5,448,251 619 221 
San Francisco.............- 6, 1, 617, 333 | 522 1,108 
Total, Dec. 16toJan.15...| 241,933 121,814,589 7,622 8,130 
Nov. 16to Dec. 15..| 236,038 125, 603, 732 7,627 8, 065 
Oct. 16 to Nov. 15..| 227,489 115,061, 224 7, 623 8,059 
Sept. 16 to Oct.15..) 204,891 | 97,666, 107 7, 618 7, 459 
Aug. 16to Sept. 15..! 177,397 | 78,559, 704 7,618 7,449 


July 15to Aug. 15...) 133,113 59,301, 696 7, 624 7,032 





Fiduciary Powers. 


The applications of the following banks for 
permission to act under section 11 (k) of the 
Federal Reserve Act have been approved since 
the issue of the January Bulletin: 


District No. l. 


Trustee, executor, administrator, and registrar of stocks 
and bonds: 
Merrimack National Bank, Haverhill, Mass. 
First National Bank, Bar Harbor, Me. 


Disrrict No. 4. 
Trustee: 


First National Bank, Néw Cumberland, W. Va. 
Registrar of stocks and bonds: 
Union National Bank, Cleveland, Ohio. 


District No. 5. 


| Trustee: 


First National Bank, Appalachia, Va. 


District No. 7. 
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The following opinions of counsel have been 
authorized for publication by the Board since 
the last edition of the Bulletin: 


Trade Acceptances Based on Advertising Space. 


The Federal Reserve Board may properly rule that a 
draft or bill of exchange drawn by the seller on the pur- 
chaser of advertising space and accepted by such purchaser | 
is a trade acceptance. 

JANUARY 9, 1917. 


Smr: The question has been raised whether 
a bill drawn by the seller of advertising space 
and accepted by the purchaser is eligible for 
rediscount by Federal Reserve Banks under 
the provisions of sections 13; and if so, whether 
it is a trade acceptance within the meaning of 
the regulations of the Federal Reserve Board. 

There is no provision of the Federal Reserve 
Act which in terms authorizes the rediscount 
of trade acceptances or any accepted bills of 
exchange other than bankers’ acceptances. 
That right, however, is included in the right | 





to rediscount bills of exchange, since a bill does | 
not cease to be such merely because it has been | 
accepted. Section 13 authorizes any Federal | 
Reserve Bank to— | 
“discount notes, drafts, and bills of exchange | 
arising out of actual commercial transactions; | 
that is, notes, drafts, and bills of exchange | 
issued or drawn for agricultural, industrial, or | 
commercial purposes, or the proceeds of which | 
have been used, or are to be used, for such | 
purposes.” 


The Federal Reserve Board, in exercising | 
the right vested in it to define the character of 
the paper eligible for discount, has determined 
in regulation A, series of 1916, that a bill of | 
exchange, to be eligible for rediscount, must 
be one ‘‘the proceeds of which have been used 
or are to be used in producing, purchasing, car- | 
rying, or marketing goods, wares, merchandise, 
or agricultural products in one or more of the’ 
steps of the process of production, manufac- | 
ture, or distribution.”’ 

Advertising has become one of the most 
general and effective means of providing a 
market for goods and is clearly and reasonably 
a natural step in the process of distribution as 
contemplated by this regulation of the Board. 





LAW DEPARTMENT. 


/acceptance rate, is 





There does not seem to be any doubt, therefore, 
that a note or a bill the proceeds of which have 
been used or are to be used in the payment for 
advertising space is a note or bill eligible for 
rediscount under the provisions of section 13 
of the Federal Reserve Act. 

The question remaining for consideration is 
whether such an acceptance, though un- 
doubtedly eligible for rediscount as a bill of 
exchange, is a trade acceptance which is entitled 
to the special discount rate authorized by the 
Federal Reserve Board for that class of paper. 

Section 14 authorizes Federal Reserve Banks 
“to establish from time to time, subject to 
review and determination of the Federal Re- 
serve Board, rates of discount to be charged 
by the Federal Reserve Bank for each class of 
paper,’ and the Board, in the exercise of the 
authority conferred upon it, has determined 


that a trade acceptance, entitled to the trade 


“a draft or bill of exchange 


drawn by the seller on the purchaser of goods 
sold and accepted by such purchaser.” 

If advertising space may properly be con- 
sidered goods—that is, as defined by the Board 
itself, “goods, wares, merchandise, or agricultural 
products’’—it clearly comes within the present 
definition of the term ‘‘trade acceptance.”’ 

Advertising rates are ordinarily based upon 
the amount of space employed, that is to say, 
the number of inches sold to the person seeking 
advertisement. The sale of this space, whether 


in a publication or elsewhere, may, therefore, 
_be treated as analogous to the sale of so many 


printed posters, cards, or circulars which would 
come within the classification of goods, wares, 


and merchandise, though it is probable that the 


change made is based very largely on the serv- 


ices rendered in printing and distributing the 


advertisement, 

Whether space sold is treated as goods, 
wares, or merchandise within the meaning of 
the Board’s regulation or whether the conclu- 
sion is reached that advertising rates are based 
primarily upon services rendered is, however, 
relatively unimportant, since the Board may 
amend its regulation if it deems this necessary 
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in order to give the trade acceptance rate to 
this class of acceptances. 

It is the opinion of this office that the ques- 
tion whether such an acceptance is entitled to 
the special rate given to trade acceptances is 
one not of law but solely of regulation by the 
Board. The Board may legally either construe 
its present regulation to include such an accept- 
ance or may amend that regulation so as 
expressly to include it. 

Respectfully, 
M. C. Extxiorr, Counsel. 
To Hon. W. P. G. Harprxe, 
Governor Federal Reserve Board. 





Rights of Liquidating National Bank to Accrued Dividends. 


Any national bank which liquidates and reorganizes as 
a State bank forfeits its rights to accrued dividends from 
its Federal Reserve Bank. Such rights do not survive in 
favor of such State bank even though it immediately be- 
becomes a member bank. 


f DECEMBER 28, 1916. 

Sir: The attached letter raises the question 
whether a national bank which is a member of 
the Federal Reserve Bank of New York and 
which reorganizes as a State bank-and imme- 
diately becomes a member of the Federal Re- 
serve System, may retain the rights of the 
liquidated national bank to accrued dividends. 

There are numerous decisions of the State 
and Federal courts to the effect, that any State 
bank which converts into a national bank under 
the provisions of the national banking laws, re- 
tains the identity of the original State corpora- 
tion and is a continuation of the same corporate 
body under a changed or new jurisdiction. If, 
however, a State bank is forced to liquidate, 
under the laws of the State in which it operates, 
before it becomes a national bank, it can not 
properly be “converted”’ into a national bank. 
It is necessary under such circumstances that it 
“reorganize”? as a national bank. If a State 
bank first liquidates and then reorganizes as a 
national bank, the corporate existence of the 
original institution terminates and a new and 
separate corporation is organized. The fact 
that the new institution may purchase all the 
assets of the liquidating bank can in no way 
legally affect the independent organization 
of the new bank. 








Under the provisions of the National Bank 
Act no national bank can terminate its cor- 
porate existence as a national bank without 
first going into liquidation, and the laws of New 
York, which provide that a ‘national bank 
may become a State bank,’’ contemplate the 
dissolution of the national bank and provide 
merely the manner in which the State corpora- 
tion May organize contemporaneously with the 
dissolution of the national bank. There is and 
can be no ‘“‘conversion”’ of a national bank into 
a State bank in the sense that the original cor- 
poration continues to exist under a changed or 


‘new jurisdiction. The fact that the national 


bank is compelled to liquidate before it can 
reorganize as a State bank precludes the pos- 
sibility of such a construction of the transaction. 

The laws of New York provide that “‘ all the 
property of the dissolved national banking asso- 
ciation shall immediately (upon dissolution of 
the national bank and beginning of the cor- 
porate existence of the State bank) by act of 
law and without any conveyance or transfer be 
vested in and become -the property of such 
State bank.’ This language can hardly be 
construed to mean that the State bank’s exist- 
ence is a continuation of that of the national 
bank. On the contrary, the separate existence 
of the two corporations is specifically recognized 
and it is manifestly contemplated that the State 
bank is in legal effect a new and independent 
corporation organized for the purpose of 
taking over the assets of a :iissolved corpora- 
tion. The fact that the national banking laws 
require the liquidation of the national bank 
before it can reorganize as a State bank 
necessarily requires that construction. 

In an opinion, published on page 17 of the 
January, 1916, Bulletin, the conclusion was 
reached that a member bank which goes into 
voluntary liquidation relinquishes its right to 
accrued dividends from its Federal Reserve 
Bank and is entitled to receive back only its 
cash-paid subscriptions “and one-half of one 
per cent a month from the period of the last 
dividend, not to exceed the book value thereof, 
less any lability of such member bank to the 
Federal Reserve Bank.” Upon liquidation 
the member bank must surrender its Feders! 
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Reserve Bank stock for cancellation. The new 
State bank, if it desires to become a member 
bank, would have to subscribe for new stock 
and become a member under the provisions 


of section 9 of the Federal Reserve Act. As) 
‘such it would acquire no greater rights than | 
any other State bank becoming a member bank. | 


In the opinion of this office, therefore, a 
liquidating national bank can not assign its 
rights to dividends which have accrued on its 
Federal Reserve Bank stock to any other 
corporation, because such rights cease to exist 
immediately upon liquidation. 

Respectfully submitted. 

M. C. Exrrorr, Counsel. 

To Hon. W. P. G. Harpina, 

Governor Federal Reserve Board. 





Advisory Committee of Member Banks. 


The members of an advisory committee of a national 
bank are not necessarily officers, directors, or employees of 
such bank within the meaning of section 8 of the Clayton 
Antitrust Act. They can not be directors unless elected 
by the shareholders; and whether they are officers or em- 
ployees depends entirely on the scope of the rights and 
duties assigned to them by the board oi directors. 


JANUARY 22,1917. 


Sir: You have asked whether or not a person | 


who is appointed a member of an advisory com- 
mittee of a national bank is an “ officer, director, 
or employee” of such bank within the meaning 
of section 8 of the Clayton Antitrust Act. 

A determination of this questian depends so 
much upon the facts of each case that it is 
impossible to make any general ruling on the 
subject. It is clear, however, that members of 
an advisory committee appointed by the board 
of directors of a national bank can not act as 


nor be considered “‘directors’’ of that bank, | 


Section 3145 of the Revised Statutes requires 
that directors be elected at the regular stock- 
holders’ meeting in January and not by the 
existing board of directors, except when it is 
necessary to fill a vacancy. 

Whether or not they are “officers or em- 
ployees’’ would seem to depend on the scope of 
the rights and duties assigned to them by the 
board of directors. If they are given authority 
to pass on loans or to act for the bank or any 


‘officer of the bank in the performance of any of 
the duties generally assigned to an officer, 
'they should be considered ‘officers’? within 
| the meaning of the Clayton Act, irrespective of 
whether or not they receive any compensation 
for their services. 
On the other hand, if they are paid any sal- 
ary, fee, or compensation for their services, 
whether for the performance of any special or 
routine duty of the bank, or for the benefit of 
their suggestions or advice in the conduct of the 
business or operations of the bank, they would 
at least come within the classification of 
‘‘employees”’ under the settled decisions of the 
courts on this subject. 
If, however, the members of the advisory 
committee are not assigned and actually do not 
perform any duty usually performed by an 
officer of the bank, and if no salary, fee, or com- 
pensation is paid to them, then the mere fact 
that they give the bank, its directors or its 
officers, the benefit of their advice as to the 
general policy of the bank’s business should 
not of itself make them ‘‘ officers or employees” 
of the bank; and, as above shown, they can 
not be considered ‘‘directors,’” unless reg- 
ularly elected by the shareholders. This ad- 
vice, however, should be confined to ques- 
tions of general policy and should not become 
so specific as to make their service substantially 
that of an officer employed by the directors to 
perform the specific and detailed duty of 
passing on concrete questions which arise in the 
ordinary course of the bank’s business. 
It is the opinion of this office therefore that, 
under certain circumstances, the members of 
_an advisory committee appointed by the board 
of directors may not be held to be directors, 
officers, or employees of the bank within the 
meaning of section § of the Clayton Act. Each 
case, however, should be carefully considered 
on its own facts in order to determine whether 

the rights and powers of the advisory commit- 
tee are such as to make its members, in sub- 
stance, if not technically, officers or employees. 


Respectfully, 
M. C. Exxiotrr, Counsel. 


| To Hon. W. P. G. Harvie, 
Governor Federal Reserve Board. 
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| District No. 1— | “District ict No. = [ District No. — “District No.4— | ‘District No.5— | District No. 6— 
Boston. New York. | Philadelphia. Cleveland. Richmond. Atlanta. 
| 
General business....... | Good, with few Very good......... kkccadcenaceee Exceptionally} Continues satis- | Good. 
| new commit- | prosperous. | factory. } 
| ments. } 
rops: | 
Condition Weaver oces fl d.iutwesnsdencnecagl dacpemsmar dace elaacdanadkad uaaaeamedens _ Seasonal winter. ..! Monetary yield | Fruit good. 
| 60 per cent above 
| } 1915. 
| ne SO ee Ree Pe an ee eee. i iseaisuacnaacubousdinddscestdedebwciiaes Extensive prepa- | Winter grain fair. 
| rations for next 
| | | crop. 
Industries of district..| Busy, with mills Busy............ af OE wiceces's sakes Very active....... | Running full at | Good. 
| well sold in ad- | profitable prices. 
| _ vance. F | | 
Construction, build- | Increased.........., Fairly busy....... | Number of per- | Normal........... | Increasing |} Not very active at 
ing, and engineering. | | mits decreasing. | activity. resent. 
Foreign trade.......... Increased......... Increased.......... We chskédcalsusanduvccsdundausea Still showing large | Slight increase. 
| | percentage ofin- 
| crease. 
Bank clearings......... \ SO  ciscncclannee Cdcdiccisaees je Generally greater -| 10 per cent in- | Increase. 
| crease. 
' Money rates........... | Tendency down- | Considerable re- | Decreasing........ RAN iccesnansiirs 4 to 6 per cent. | Slight increase. 
| ward. duction and | Some demand 
easier tendency. | in evidence for 
| | | pitching new 
crops. 
Railroad, post office, | Little change...... Increased ......... ' Net railroad earn- | Above average....:C ontinued | Increasing. 
and other receipts. ings continue to increases. 
: decrease. Post 
iF office gross re- | 
ceipts increas- | 
ing. 
Labor conditions...... Wellemployed....; Continued high | Unsettled......... Some unrest....... Fully employed | Fair. 
wages and full | at good wages. 
} | _ employment. | 
CHUN Skdkcncccudccus Moderately) Conservative,| Apparently good; | Promistag.... .--..| Emcouraging...... Good. 
; satisfactory. | but generally _ possibility | } 
j favorable. _? has 
ed un-| 
certainty. | 
a eer eee rs (Pore ere ree t= s90-- Good hatsitiess 8 |... 265 <.scccetsssee | Car and natural | General business : 
ected to last | gas shortage. | conditions good. > 
or several | 
months. 
| District No.7— | District No.8— | District No.9— | District No.10— | District No. 1l— District No. 12— 
1 ( hicago. St. Louis. | Minneapolis. Kansas City. Dallas. San Francisco. 
iii tapas a a cemneii | it 
General business... ... | Active. ...«« sista | GOO rc antaancesaa Prosperous but | COOE «.4c ctsccancnse Post-holiday lull, Active. 
| | | quiet. all lines; good | 
| prospects. 
Crops: | wes 
CORGIION «20.2200 | Winter wheat good] Satisfactory..-....|...-...--- eee fi ARERR Bre rere 
ORNGISOE 3456 ch255- Lod. : diate. ook lE ncouraging Pere 2 SR ee - Pr) Sa | See Very good........ | Good. 
Industries of district. .| Busy; many atca-| Active............ DAE cncnnucttves AOCIVOK. <0 <ccncsiees Generally active. .| Hampered by lack 
| pacity. | of transportation 
| : | _ facilities. 
Construction, building, | Slow at this season | Decrease. ......... | Limited by cold | Less activity...... Usual amount for | 20 per cent increase 
and engineering. | | weather. midwinter sea-| over year 1915. 
son. 
Foreign trade......... bnwithascheininn waliiecn D shinai athena eaten Rcdndacdvalughsceanshiladdeninhias aahawes Exports from Gal- | Increasing. 
| veston show in- | 
crease of 127 per 
. cent for Decem- 
’ ber over 1915. | 
Bank clearings........| Increasing........ | Increase......... | Little change..... | General increase. .| 21 percent increase | 32 per cent increase 
| or December; 23 over month in 
| | fo centincrease| 1915. 
or year 
j Money rates........... eee et ee | Easy and = un- | GUNES. en ddece.. | Unchanged ....... Rates easy; slight | Easing. 
| changed. | | evidence of in- 
j i crease. ; 
Railroad, post office, | Increasing... ..... ae | Increases.........| Increasing... ..... Railroad: Increase Increasing. 
and other receipts. over 1915 and 
| | above normal for 
| | this season. Post | 
| | | Office: = per cent : 
| | | _ increas , 
Labor conditions......| Good.......-.--.- Well employed; | Labor fully em-j| Better than nor- | Labor fairly well | Well employed; 
wages high. | ployed. | mal for season. | employed. wages advancing. 
2 eee GON: 6s panes sacs Encouraging. ..... i 2 ea | Promising........ | Unemployment | Favorable. 
| | among building 
| | trades. . ! 
Remarks............-. | Outlook good ex- |...........-....+--- | Spring _ prospects | Conservatism ow- | 1916 set new rec- | Rains assure good 
cept as affected | considered very ing to uncertain- ords; optimism crops; anticipate 
by situation favorable. ties of the fu- | general; much a prosperous 
abroad. | | ture. depends on year. 


crops. 
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GENERAL BUSINESS CONDITIONS. 


There is given on the preceding page a sum-| Worsted mills have keenly felt advances in 
mary of business conditions in the United| costs of raw materials, and this is serving to 
- States by Federal Reserve districts. The re-| restrict their output. Wool prices are strong, 
ports are furnished by the Federal Reserve; with demand somewhat quieter. Prices are 
Agents, who are the chairmen of the boards of | now approaching, or have passed, the high 
directors for the several districts. Below are| record made in 1871-72, and there is much 





the detailed reports as of approximately Jan- 
uary 23: 


DISTRICT NO. 1—BOSTON. 


Manufacturers in this district are sold far 


ahead and except for danger of cancellation | 


in case of a break in the market for their par- 
ticular commodity, have little interest in cur- 
rent domestic developments, being concerned 
only in those international factors which affect 
the more distant future. 

The exchanges of the Boston Clearing House, 
however, show plainly that business is being 
transacted on a large scale. These clearings 
for the week ending January 20, 1917, amounted 
to $239,287,699, an increase of about 9} per 
cent, 68 per cent, and 45 per cent, respectively, 
over the corresponding weeks of 1916, 1915, and 
1914. While a part of this increase is probably 
due to the advanced cost of all products, there 
is no doubt that it indicates a greatly increased 
volume of business as compared with the years 
previous to 1915. 

Boot and shoe manufacturers are nearing 
the completion of their spring and summer con- 
tracts and the next month or two will be de- 
voted to clearing up these orders and starting 
on fall and winter goods. Retailers have 


placed orders heavily and at prices much | 


higher than those of a year ago. On the whole, 
consumers are making little complaint about 
the advances which they in turn must pay and 
retail business is reported good, especially in 
heavy shoes. Leather prices are no firmer 
with domestic demand light. 

Woolen and worsted mills continue busy, 
with their production sold well in advance. 
This is particularly true of the woolen mills. 





diversity of opinion among brokers as to future 
prices. Wool is being bought in the West on 
the sheep’s back at unprecedented prices for 
delivery next summer. 

Cotton mills are finding buyers more anxious 
for quick deliveries and less inclined to make 
distant future contracts than they were three 
or four months ago. Mills, for the most part, 
are well sold up and, therefore, are booking 
little new business. The print cloth market is 
dull. In fine and fancy goods production costs 
are too high to allow of much cutting in prices, 
especially as the long cotton necessary for this 
kind of goods is still selling near the prices 
quoted when the cotton market was at its 
highest. 

Money rates reflect the heavy excess reserves 
in New York, the tendency being downward. 
Although the surplus reserves of the Boston 
banks for the week ending January 20 
amounted to $42,314,000, this was a decrease 
of about $2,800,000 from the previous week 
and about the same as it was on the first of 
October. The total excess reserve reported 
on October 23, 1915 (the highest point re- 
corded since the inauguration of the Federal 
Reserve System), was $81,597,000, or nearly 
double the present amount. 

Demand money continues free at 3 per cent, 
but only because the larger banks refuse to 
reduce the rate below that figure, preferring to 
carry their balances in New York at 2 per cent 
or to invest their surplus in bankers’ accept- 
ances. Banks are charging their commercial 
depositors 34 and 4 per cent, with some shad- 
ing of the lower rate. Outside commercial 
paper ranges from 3} to 34 per cent, and year 
money is 4} per cent. Town notes have sold as 
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low as 1 per cent, owing to the demand for those | DISTRICT NO. 2—-NEW YORK. 
securities by corporations to escape taxation.| Manufacturers and distributors of goods re- 
Bankers’ acceptances, 3} per cent upward unin- | port a satisfactory volume of business for this 
dorsed, 3 per cent indorsed. These, however, | season of the year and, as a rule, they foresee 
are the rates established by this bank, and the | from orders booked ahead a continuance of 
going rates in the open market are somewhat | active trade for several months. ‘There is evi- 
lower. dent, however, a growing disposition to exercise 

Loans and discounts of the Boston Clearing | greater caution in making commitments for 
House banks on January 20, 1917, show an in-| later in the year. Present indications are that 
crease of $8,657,000 over last month, while de- | buying, except for actual contracts and known 
mand deposits have decreased $422,000 in the | requirements, will be on a conservative scale 
same period. The amount ‘‘due to banks”’ on | until the outlook for fall trade, both domestic 
January 20 was $149,955,000 as compared | and foreign, is clearer and the trend of prices 
with $121,753,000 on December 16, 1916. less uncertain. 

The excess reserve of these banks increased| A wholesome decline in speculation is ap- 
from $25,816,000 on December 16, 1916, to) parent. Large earnings during the last year 
$42,314,000 on January 20. are shown in the annual statements of corpora- 

It is too early in the year for building and | tions and business concerns now being issued. 
engineering statistics to have much value as| Activity is sustained in retail trade by the 
compared with other years, inasmuch as one! present general prosperity, the full employ- 
or two large contracts would change them ma- | ment of labor at continued high wages, and the 
terially. These operations in New: England, | usual winter clearance sales. Collections are 
however, from January 1 to January 17, 1917,| reported to be generally prompt and satis- 
amounted to $8,287,000 as compared with | factory. 
$7,307,000 for the corresponding period of 1916, An improvement has taken place in the 
and $10,973,000 for the same period in 1914, | freight situation, the car shortage on January 1 
the highest previous year on record. | being 59,892 cars, as compared with a short- 

Exports from the port of Boston for Decem-| age of 107,778 cars a month earlier. Com- 
ber, 1916, amounted to $21,669,660 as com-| | | plaints are fewer, but the congestion of freight 
pared with $16,329,327 for November, 1916, ‘and slow deliveries are still a hindrance to 
and $10,805,886 for December, 1915. Imports | business. 
for December, 1916, amounted to $19,381,587, | The statement of the New York Clearing 
an increase of $8,323,340 over November, 1916,| House members dated January 20, 1917, 
and $476,007 over December, 1915. | shecivred loans, etc., $3,441,422,000, deposits 

The receipts of the Boston post office for | $3,728,479,000, and excess reserves $202, 
December, 1916, show an increase of $66,569, 472, 630. Since December 2, 1916, these fig- 
or only about 7 per cent over December, 1915. | | ‘ures show the following changes: Loans, etc., 
For the first 15 days of January, 1917, receipts | increased $71,324,000, deposits increased $280,- 
were about 2 per cent, or $5,917, less than the | 016,000, and excess reserves increased $161,- 
corresponding period last year. | 471,320. 

The Boston & Maine Railroad reports net) Recent figures of bank clearings, railway 
operating income, after taxes, for November, | and postal receipts are higher than those of a 
1916, as $1,079,945, as compared with $1,062,-| year ago, while fewer failures are reported. 
359 for the corresponding month of 1915. The! Money rates have been considerably reduced 
New York, New Haven & Hartford Railroad | by the rapid increase in deposits and reserves; 
reports net operating income, after taxes, for| commercial paper, now ranging from 3 to 34 
November, 1916, as $2,077,456, as compared | per cent, is 1 per cent lower than a month ago. 
with $2,047,317 for the same month last year. | Call loans at 1? and 2 per cent show a reduction 
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of 50 per cent from the rates prevailing during 
the last two weeks in December. The open 
market rates for bankers’ acceptances have 
also declined about } per cent. 

The figures of the foreign trade at the port 
of New York from January 1 to 13, compared 
with the corresponding period a year ago, are 
as follows: Exports, $117,569,312, an increase 
of $1,754,859; imports, $62,736,916, an increase 
of $16,526,479. 

The new British loan to be issued February 
1, 1917, will consist of one and two year 54 
per cent secured notes for $250,000,000. It is 
reported that the Government of Uruguay has 
arranged in New York for a loan of 2,500,000 
pesos at 6 per cent. A branch of the National 
City Bank of New York has been opened at 
Petrograd, Russia. 


DISTRICT NO. 3—PHILADELPHIA. 





While an excellent undertone to general | 
business conditions still prevails in this dis-| 
trict, the possibility of peace has caused hesi- | 


tation, with one or two exceptions, in all lines 
of business, 


and has developed a spirit of | 


caution on the part of buyers in contracting | 


for goods in excess of immediate wants. 
Commercial failures in this district were 


fewer in number last year than during the | 


preceding year, and the liabilities of the com- 
panies involved were less in amount. Ref- 
erence to the following tabulation shows that 
94 per cent of the concerns failing were con- 


ducting business with less than $5,000 capital. | 


Bradstreet’s report of commercial failures in this district, 
classified as to capital employed. 














5,00 | $5,000 |s20,000| s $50,000 | 109000 | 
1916 and Total. 

less. | $20,000 | $50,000. | $100,000. | | $500,000 | 

7 | | : 
January......... } 90 4 1 0 1 | 96 
February....... 95 | 7 0 | 0 1 | 103 
0 ES | 96 4 | 1 0 0 | 101 
| Gee ae | 64 2 1 0 0 | 67 
ee ee 44 2 0 | 2 0 | 48 
oe i, 46 3 1 0 0 | 50 
Pivaenthkshn’s 55 2 0 0 0 57 
August.......... 60 5 0 | 0 0 65 
September...... 69 2 1 0 1 73 
October......... 84 0 1 1 1 | 87 
November...... 78 7 1 0 0 86 
December....... 88 1 2 1 1 93 
Total 869 39 9 4 > 926 | 














| October and November. 


The year 1916 was one of comparatively low 
crop production, but the prices obtained for 
most of the crops were extraordinarily high. 
In this district, although there was a slight 
decrease in the production of the leading crops, 
the prices of the products show a gain of about 
44 per cent for 1916 over 1915. 

The tobacco crop of Pennsylvania totaled 
49,096,000 pounds in 1916, as compared to 
42,390,000 pounds the previous year. Very 
little of the 1915 Lancaster County tobacco 
crop is now on the market. It has been selling 
as high as 254 cents per pound. Some of the 
new crop has brought 224 cents, the highest 
price in many years. 

The following table summarizes the results 
of the most important crops in Delaware, New 
Jersey, and Pennsylvania, as reported by the 
United States Department of Agriculture: 



































} Acreage = 
| (00's omitted). Yield per acre. 
Crop. | pba BS AES os ot een 
| 1916 1915 1916 1915 
| 
| Bushels. | Bushels. 
Buckwheat POSE, tre woe | 288 273 14.3 21.0 
OPIS ssbb cud tidiaceo dbbbae | 1, 925 2,015 38.6 | 37.7 
ens tig ices aGncchent 1, 203 1,214 30.9 37.6 
Potatoes (sweet)...... beioddd | 29 29 104.3 149.8 
7 i. | See 367 384 82.6 86.0 
bik OEE G a dad de etlsteb «d 331 346 17.4 18.7 
W ‘inter i. Peed: 2, 139 | 2,093 17.8 17.5 
| Reena Btre” aioe! | 6, 282 | 6,354 | TH atre REE 
- - = eer — 
Total production | Total farm value 
(000’s omitted). ; (000’s omitted). 
Crop. a 
1916 | 1915 1916 | 1915 
¥ | 
Bushels. | Bushels. | 
Buckwheat Shas. cc aveGccsee 4,122} 5,726| $4,571 $4,475 
Ss (Ri bons Ahk» chad nbb deeds 74,320 | 75,965 71, 857 53, 187 
Ne ee 37,220| 45,729] 21,304 20, 221 
Potatoes (Sweet) ............. 3, 025 4,345 3, 401 2,993 
P eee CUPPED wigs se ccecnen 30,310 | » 295 45, 378 24,972 
WGA codedenwess aneebaee 5, 765 6, 468 6, 392 5, 465 
W: inter ne ae 38, 225 | 36, 752 62, 845 38, 419 
sf RE Ae Pe es 192,987 | 208,280] 215,748} 149,732 














Rates for money in this district are easier 
than a month ago. The call loan rate, which 
reached 5 per cent before the close of the year, 
has been marked down recently to 34 per cent, 
which was the ruling rate during the previous 
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The accompanying chart of the reserve condi- 
tion of members of the Philadelphia Clearing 
House Association during the past two years 
is probably indicative of reserve conditions 
throughout the district, and it may be inter- 








esting to note the fluctuation in the excess 
reserve. During the last two years deposits 
have increased steadily, and the excess reserve 
now (January 20) amounts to $44,000,000. 
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DISTRICT NO. 4—CLEVELAND. 

The only untoward circumstances in basic 
conditions\during the last month have been 
the continuation‘of car shortage and the cutting 
down of the supply of natural gas available for 
manufacturing purposes. All reports received 


are of the optimistic type, except in regard{to 
transportation and the fuel situation. All 
lines of commerce and industry seem to be 
enjoying the fullest measure of activity, 
and have satisfying expectations for the year’s 
business. 


ae iagea 


pests 
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Agriculture.—Weather conditions have not | 


been unfavorable, since there has been con- 
tinuous seasonable winter for more than a 
month. Itis not likely that this condition has 
been injurious in any part of the district. The 
“sales of tobacco in the southern section of the 
district have been at unprecedented prices, 
and the demand continues very active. 

Industries.—In the iron and steel trades 
favorable conditions are reported generally. 
The demand continues insistent, and good 
prices are maintained in all branches. Glass 
and pottery plants are running to capacity. 
Shoe factories are busy filling orders for spring 
deliveries with indication of advancing prices. 
The withdrawals of Kentucky whisky were 
heavier in 1916 than ever known in the history 
of the business, and prices higher. Oil and 
coal producers report splendid business to the 
extent that deliveries can be made. All other 
manufacturing lines, including automobiles, 
automobile parts, tires, wearing apparel, clay 
products, electrical appliances, etc., make 
optimistic reports. ; 

Mercantile business.—Jobbers and distribu- 
tors report great activity, and all retailers show 
unprecedented volume of business for the sea- 
son. Generally the year 1916 is characterized 
as a banner year in all branches. 

Both the wholesaler and retailer report a 
very satisfactory condition in reference to col- 
lections. 

Construction.—In all building lines the re- 
ports indicate improved feeling for the spring 
season, and the demand for all classes of struc- 
tural material continues very heavy. In some 
parts of the district housing facilities are inade- 


quate and open weather will usher in greater | 


activity in building lines. The comparison of 
valuations of building permits for the month of 


December, 1916, with the same month of 1915, . 


in the nine larger cities of the district shows a 
net increase of more than 16 per cent. The 
ollowing table shows permits issued and 
valuations: 
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Permits r : Per 

issued. Valuations. pa 

i Increase | in- 
or crease 

Dec. | Dec.,| Dec., | Dec., | decrease} or 
1916. | 1915. | 1916. 1915. crease. 
Akron, Ohio..... 238 | 170 | $648,115 | $566,425 | $81,690 |° 14.4 
Cincinnati, Ohio. 947 | 1,121 | 998,345 |1,113,110 | 1 114,765 | 110.3 
Cleveland, Ohio..| 687 | 707 |3,080,980 |2,985,825 | 95,155 3.1 
Columbus, Ohio..} 111 99 | 242,340} 150,340 3 61.1 
Dayton, Ohio....| 141 62 | 341,278 | 120,195 | 221,083 | 183.9 
See 59 67 132,805 | 104,523 28, 282 27.0 
Pittsburgh, Pa...| 188 268 1,199,916 |2,995,596 |11,795.680 | 159.9 
Toledo, Ohio. .... 184 158 | 441,194 | 350,425 90, 769 25.9 

Youngstown, | 
Gen cckcatons 75 54 214,830 | 336,125 |! 121,295 | 136.0 
TE isesass 2,630 | 2,706 7,299,803 |8,722, 564 11,422,761 | 116.3 
1 Decrease, 


Bank clearings.—The bank clearings for the 
nine principal cities in the district for Jan- 
uary 1 to 15 show an increase of nearly 40 
per cen tover the same period last year. The 
following table gives the comparative figures in 
detail: 

















Jan,1to15,inclusive. | 
| Per cent 
Increase. increase. 
1917 1916 
Akron, Ohio....- $10,941,000 $5,606,000 | $5,335,000 95.1 
Cincinnati, Ohio , 980, 299 70, 827, 250 16, 153,049 | 22.8 
Cleveland, Ohio..| 146,664,370 | 92,501,751 | 54, 162,619 58.5 
Columbus, Ohio .} 21,757, 16, 877, 500 4,880, 400 | 28.9 
Dayton, Ohio.... 9, 402, 956 7, 263, 329 2, 139, 627 | 29.4 
Erie, Pa......... 3,721, 664 3,040, 419 | 681, 245 | 22.4 
Pitts , Pa...) 158,834,278 | 127,653,737 31, 180, 541 | 24.4 
Toledo, Ohio. .... 22,347,910 | 17,959,526 4, 388, 384 | 24.4 
Youngstown, 
eer rere 9, 699, 135 4,204,941 | 5,494,194 130.6 
Total...... 470,349,512 | 345,934,453 124, 415, 059 35.9 











Money rates.—The end of the year witnessed 
exceedingly heavy deposits in the banks, and 
for the first 15 days in January money condi- 
tions throughout the district were very easy, 
the demand being light and rates exceptionally 
low for prime loans. It may be stated that 
even up to nearly the end of the month in prac- 
tically all of the centers there was an unusual 
excess of loanable funds. 

The demand for high-grade investment se- 
_curities is very active, and the fluctuations in 


| 


| basic prices have been nominal. 
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Post-office receipts.—The activities in the 
Postal Service in the nine larger cities are indi- 
cated below. 











| | Per cent 
| December, | December, — increase 
1916. 1915. or 
| decrease. decrease. 
cs Le eee |e Sa) 
po NS ere $79,074 | $70,044 $9,030 | 12.8 
Cincinnati, Ohio.......... 319,024 319, 905 1881 re 
Cleveland, Ohio........... 397,359 366, 154 31, 205 8.5 
Columbus, Ohio.......... 127,277| 114,178 13,099 11.4 
Dayton, Ohio............. 70, 113 | 70, 884 | 1771 | 11.0 
| 4, SS ee 32,408 | 29, 243 3,165 10.8 
Pittsburgh, Pa........... 458,985 | 420,951 | 38,034 9.0 
yO) 121, 524 116, 108 5, 416 | 4.6 
Youngstown, Ohio....... 35,92 30, 160 5, 761 | 19.1 
, SE eek 1,641, 685 | 1,537,627 | 104.058 | 6.7 
1 Decrease. 


Labor conditions.—There is still an acute 
demand for labor of all grades, yet on account 
of the car shortage in the coal regions there is 
some restlessness because of inability to con- 
tinue employed full time. 

In general the conditions in District No. 4 
are unquestionably sound and promising. 


DISTRICT NO. 5—RICHMOND. 

Recent figures of the value of farm products 
in the Southern States, including Oklahoma, 
give a total valuation of $4,650,000,000, which 
is about 40 per cent of the entire value of farm 
products in the whole country. This, not- 
withstanding the fact that the South contains 
only about one-third of our total population. 
These products consist of cotton, cotton seed, 
corn, wheat, oats, rice and other grains, hay, 
tobacco, live-stock products, fruits, potatoes 
and other vegetables, the diversification of 
crops being more widespread than ever before 
in the history of this section. 

The States of the Fifth Federal Reserve 
District have produced the following values, 
comparison being made with 1915: 











| 1915 1916 
ee ili oT. bad | $55,000,000 | $87, 000, 000 
ha cnis.cn snalbeacnah ines 69,000,000 | 87,000; 000 
WHE Fig. 30s... ce sci doccscci-cstece | 152/000;000 | 215/000; 000 
nid nbd katiadncdk soenne cand 197,000,000 | 274,000, 000 
GgUN WEEN ssclbccdcecs. clic -ctaccecd | 1487000; 000 | 192/000; 000 





521,000,000 | 855,000, 000 
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South Carolina, notwithstanding very serious 
flood damage, and spotted crop conditions, 
makes a remarkable showing. Her industrial 
products reach a valuation of $168,000,000, an 
increase of $43,000,000 over 1915, and her 
agricultural products reach a valuation of 
$192,400,000, also an increase of $43,000,000 
over the previous year. 

The resources of the national banks of the 
Fifth Federal Reserve District show an increase 
in total resources from $630,000,000, Decem- 
ber 31, 1915, to $733,000,000, November 17, 
1916, an increase of 16 per cent, Virginia 
leading with an increase of 23 per cent in 
totals. 

The increase in wealth in the district extends 
to all lines—banking and production in every 
line of agriculture and manufacture—with a 
corresponding natural increase in distribu- 
tion. The volume of general trade has been 
abnormal, collections very much above the 
average, and manufacturing has been pros- 
perous, particularly among the cotton mills 
which are well sold ahead at profitable prices. 

Exports, bank clearings, railroad earnings, 
and postal receipts have shown large increases, 
and continue in full volume at the end of the 
year. 

A number of banks in this district, particu- 
larly in the rural sections, have failed to realize 
the usual percentage of profits during the past 
year. This has been due, in a large measure, 
to the circumstance that many of the country 
banks, relying on a generous revenue derived 
from exchange charged on their own checks, 
have, because of the competition of banks 
similarly situated, allowed themselves to drift 
into the custom of paying interest on deposits 
under conditions and at rates which preclude 
the possibility of making safe loans at a reason- 
able profit. This matter is receiving consider- 
ation in many quarters and it is confidently 
believed that more and more of our member 
banks are realizing the necessity for adjusting 
themselves to the more. logical, and therefore 
sounder, conditions resulting from the opera- 
tion of the Federal Reserve System. 
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The port cities of the districtjhave on the 
whole experienced better rates for loans, and 
many of the banks at these pointsjhave found 
profitable use for} bank acceptances§in the 
financing of heavyfexports. 

_Advance orders for agricultural implements 
are for greater quantities than usual, with 
requests for prompt shipment, and liberal 
re-orders are coming in from most sections. A 
larger acreage of ground has been turned than 
last year, and preparations for increased crops 
are well under way. There is a good demand 
for fertilizers at fairly profitable prices. Di- 
versification of crops is being systematically 
pursued and the production of home supplies 
is being given earnest consideration and effi- 
cient attention. 

The lumber trade, which is probably the only 
line continuing to show depression, is looking 
up, prices indicating an improvement and the 
demands being better, shipments, however, be- 
ing somewhat restricted owing to car shortage. 

Jobbing and retailing in all lines show some 
recession as usual from the extreme of Christ- 
mas trade, but are still in healthy volume. 
Prices, particularly of materials, are regarded | 
as dangerously high and buyers are cautious. 
The canners of the district report that goods in | 
their line are cleaned up and they are looking | 
for a ready market for this year’s products. 

Building continues in unusual volume for 


Lo 
this season of the year, and there are no evi- | 


dences yet of lower prices for materials, which | 
are still scarce. | 

Cotton is still being held to some extent in | 
the district, but will undoubtedly be disposed | 
of at good prices before the next crop becomes | 
available. 

Prohibition, which became effective in Vir-| 
ginia on November 1, 1916, does not appear to | 
have affected business adversely and the new. 
condition of things has been accepted in good | 
spirit and with very little friction. 

There is throughout the district a tone of | 
conservative optimism, and apparently well- | 
directed efforts toward development and im- | 
provement in all lines of endeavor are on foot. | 


DISTRICT NO. 6—ATLANTA. 


Trade conditions were satisfactory during 
the month of January. Manufacturers have 
orders booked far in advance. Adding to this 
the splendid financial outcome of agricultural 
operations, there appears little prospect of 
the usual midwinter dullness. 

Bank deposits contmue on the increase, a 
condition that is not confined to any particular 
financial center, but is the result of returns 
from the large volume of domestic and foreign 
business. The steadying influence of fairer 


Interest rates is now being felt by the banks 


and there is less cause for complaint than 
prevailed some time ago. The Heard National 
Bank of Jacksonville, Fla., was closed on 
January 16, by order of its directors. It is 
stated that depositors will ultimately be paid 
in full and that losses will fall principally upon 
stockholders. 

As estimated by the United States Depart- 
ment of Agriculture, as of December 1, 1916, 
the total value of all crops (which does not 
include live-stock products) for 1915 and 1916 











'for the States in the Sixth District was as 
follows: 
f aoe ) 
1916 1915 
| 
| 
SEE FOR Ne FR Te ee | $158, 469,000 | $158, 260, 000 
| dR te ae As Pie aA. 9p |” 60,495,000 43, 122,000 
5 ENN ds 5 Fp hbinda dbghasedeeRuneta sb sbo ded | 3848, 924, 000 234, 147, 000 
el nepali abil ip Nt | 182'845,000 | 112,940; 000 
Ee tg Ne oe | 190,674,000 150,327,000 
"000 145,977,000 


EG p58 vs oxidase qanken earnbalveser | 220, 888 





As indicated, all these States show heavy 
gains with the exception of Alabama, where, 
notwithstanding the heavy floods and the pres- 


ence of.boll weevil, the value of the 1916 crops 


is slightly more than that of the 1915 crops. 
Reports from Florida put the estimate of the 

season’s fruit crops at a slightly larger figure 

than the previous season. The rice crop of 


the district is estimated to be worth $11,000,000 


more than that of 1915. The lumber trade 


| has made considerable recovery from the holi- 


day quiet. Hardwoods are advancing in price, 
the demand is good and movement active. 
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| 
Naval stores remain steady, demand good and | 
prices slightly advanced. | 

In the wholesale dry goods market jobbers | 
are beginning to make large shipments of spring 
merchandise. Salesmen are active in all spring | 
and summer lines and report liberal orders. 
The outlook is very promising. 

Flour business has been fairly active and. 
mills anticipate a constant steady demand 
the balance of the season, based on the fact | 
that owing to high prices southern flour dealers | 
are carrying minimum stocks and order fre- | 
quently and constantly rather than on a’ 
speculative basis. Higher-priced flour is pre- 
dicted. 

The demand for tobacco has been exceed-_ 
ingly strong, and it is estimated that 90 per 
cent of the crop has been sold at prices the 
highest since 1897. The percentage of leaf 
tobacco is much larger than in usual crops, 
being probably 75. Present prices are from 
75 to 100 per cent higher than quotations of 
18 months ago. 

The mining industry in the Birmingham 
district is now regarded as satisfactory to the 
operators. The car shortage is greatly les- 
sened. Consumers are in the market for 
renewal of contracts that expire in the main 
on July 1, the contract period. There is a 
great demand for all miners and mine laborers, 
not only in coal mining but in ore, limestone, 
and quarries. Some laborers are still leaving 
the district for northern labor markets. Pros- 
pects for profits in the coal industry are better 
than for many years. 

The New Orleans branch of the Federal Re- | 
serve Bank of Atlanta reports: | 

Land values throughout this district have | 
risen and an unusual interest is manifested re- | 
garding agriculture and stock raising. In the 
last 30 days more buyers have come to the | 
front than for the past five years, all of which | 
tends toward an increase of farm products for 
the future and a corresponding revival of busi- 
ness generally. 

Credit men report more satisfactory collec- 
tions and the paying up of long-standing 
balances. 
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Industrial conditions are excellent over the 
entire ‘district. Labor is fully employed at 
good wages, and the production of all manu- 


facturing concerns is sure to create new rec- 


ords for 1917. 

Biloxi reports that the Gulf Coast industries 
are doing well and that the sea-food packing 
houses are well supplied with orders. The 
winter visitors this season are more numerous 


and demand more luxurious accommodations 


than heretofore. 

Louisiana has fared well with a total farm 
output of $182,845,000, as compared with 
$112,940,000 for 1915. Its farmers realized 
$69,905,000 more than during the previous 
year, a 64 per cent increase. In this respect 


Louisiana has fared better than any other State. 


Not only did it enjoy the advantages of higher 
prices, but larger crops also, particularly such 
staples as cotton, cane, and rice. With this 
stimulus, it is natural that great encourage- 
ment should be held out to the farmers for the 


next year; and the promise is for still greater 


acreage under cultivation. 

The efforts of agricultural experts, colleges, 
and others are directed to prevent the farmers 
from returning to the fallacy of the past of rais- 
ing a single crop because prices have been high, 
and thus by overproduction destroying or 
checking the growth in diversified farming so 
marked during the year. 


DISTRICT NO. 7—CHICAGO. 
Reports from bankers, manufacturers, and 


merchants} all give evidence of great business 


activity, and annual reports which have come 
to hand show the favorable results of last year’s 
operations. The banks throughout the dis- 
trict have increased deposits and heavy re- 
serves, and the investment of these funds is a 
serious problem, since in many instances the 
local demand is far short of the supply. In- 
terest rates continue low, and some of the coun- 
try banks, which ordinarily have a good outlet 
at home for their money, are buying brokers- 
paper in spite of its low return. 

Bond houses are enjoying a good volume of 
sales, and authorities in this line are of the 


Py ag ee Oe 
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opinion that the investor is in a strong position 


and is only waiting for some definite assurance 
ices and this has brought about a somewhat 


as to the future before making commitments. 
One feature militating against a strong demand 
for local securities is the large volume of foreign 
Government obligations offered in this market 
at attractive interest rates. First-mortgage 
farm loans are paying the lowest rate of interest 
in their history, and the amount loaned per 
acre is said to be the highest, caused by the 
entry into this field of the insurance companies 
and Eastern banks and the call from investors 
for a good home security. 


The railroad situation is one of the most | 
serious problems before the district and the car | 


shortage has not been alleviated to any great 
extent. Comments on this subject come in 


from all sides, and the coal industry claims that | 
it is unable to make deliveries owing to in- | 


ability to secure cars to move the coal from 
the mines. In certain sections the farmers 


have been unable to secure cars to ship grain | 
to market, and the delay has brought about 


slowness in collections where the payments 
were dependent upon the marketing of the 
crop. 


The grain markets, with the exception of a 
year’s sales to date are considerably ahead of 
last year. This, however, is offset by the fact 


speculative flurry, have been strong. The 
crop in this country was of only fair volume, 
and there is some indication that the farmers 
are holding back grain for speculative pur- 
poses. Another element tending to support 
the market is the Argentine grain situation 
and the heavy requirements from abroad. 
Live stock has come to market in a liberal way 
during the past month, realizing high prices. 
The cattle are generally in good condition but 
the hogs are frequently light in weight. 


‘such lines as building, ete. 


ary, 1916. 


are some reactionary signs. 


It is | 


Wages are gener- 
ally in accordance with the value of the serv- 


better feeling and less discontent than existed 
several months ago. Reports from manu- 
facturers and others indicate that collections 
in this district are satisfactory, the different 
localities naturally showing varying degrees of 
promptness in meeting their obligations. 


/Throughout Illinois and Indiana money is 
/easy and payments satisfactory. Collections 


in Iowa, Michigan, and Wisconsin are generally 


| prompt, but certain communities are suffering 


from inability to dispose of their crops, due to 
car shortage, while others are overstocked in 
some lines. These conditions, however, are 


not general, and the situation on the whole is 


satisfactory. 

The steel companies are rushed with work, 
and the manufacturers dependent upon them 
find difficulty in securing prompt deliveries in 
spite of the substantial prices paid. The high 
cost of raw materials is still looked upon as a 
possible deterrent to future buying, but this 
has not made itself felt in the results to date. 


Dry goods distributors and merchants look 


forward to a good spring business, and this 


that heavier stocks are carried, in some in- 
stances 15 to 30 per cent larger than in Janu- 
This is an element which will bear 
Wool is strong in price, but there 
Mills are running 
to full capacity, and it is expected the high 


watching. 


prices and active business will continue for 


some time to come. The lumber industry is 
quiet, and those concerns dependent for their 


reported that the supply of animals through- | supply upon oversea shipments are naturally 
out the country is showing an increase, the suffering from lack of available bottoms. 
domestic demand for packers’ products is fair, | Pianos are in good demand considering the 


and the export demand good. By-products | 
are well taken at substantial prices. 

All labor is well employed at this time and, | 
while a shortage is being felt, it is believed by 


many that the trouble ‘will be more acute in | 
the spring when those who are now working | 


inside resume their open-air employment in 


time of year. Leather prices are not quite as 


‘strong as last month, with the exception of 


sole leather. Shoe factories are running full 
time with favorable prospects. 

Clearings in Chicago for the first 20 days of 
January were $1,402,000,000, being $397,- 


_000,000 more than for the corresponding 20 








Feprvary 1, 1917. FEDERAL RESERVE BULLETIN. 129 














days in January, 1916. Clearings reported by _‘In several instances it is reported that mer- 
19 cities in the district outside of Chicago chants. are buying well ahead of their actual 
amounted to $283,000,000 for the first 15 days | needs and are being allowed to do so, but such 
of January, 1917, as compared with $203,- does not seem to be the general rule in this dis- 


000,000 for the first 15 days of January, 1916. 
Deposits in 8 central reserve city member 
banks in Chicago were $738,000,000 at the 
close of business January 22, 1917, and loans 
were $488,000,000. Deposits show an in- 
crease of approximately $36,000,000 and loans 
an increase of approximately $6,000,000 over 
last month. 


DISTRICT NO. 8—ST. LOUIS. 

It is the general rule that after the holiday 
buying business pauses for a rest. But this 
year the dullness following the Christmas sea- 
son has not been pronounced. This, too, in 
spite of the fact that this district did a record- 
breaking seasonal business. 

Prices on the whole are still increasing, but 
seem at last to have reached a point where 
buyers are thinking carefully over their pur- 
chases. In the latter part of last year the 
public desired the best and seemed not to think 
of price. There are now indications to the 
effect that while the public is still satisfying its 
desires without much hesitation, at the same 
time, before buying, it considers whether a 
cheaper article will not serve the same purpose 
as the more expensive one. 

It is reported that retailers are not hesitating 
to buy to care for their estimated ordinary 
demands, but they are conservative as to this 
estimate and, as arule, not buying more. It 
would seem that speculative buying has prac- 
tically been eliminated from this district. 


trict. The general attitude seems to be con- 
servative on the part of both the seller and 
_the buyer, and the general public, while buying 
freely, is not reckless, but is beginning to think 
of price before buying. 

Throughout all sections of this district re- 
ports just received indicate that the last quar- 
ter of 1916 was record breaking. Those who 
report say uniformly that agricultural and 
other conditions are good, and that the present 

prospect is that there will be a good business 
throughout all this year, though as large a busi- 
ness as was done during 1916 does not seem to 
be anticipated. 

According to the report of the St. Louis 
National Stock Yards, during December there 
was a considerable increase in the receipts and 
shipments of live stock over the corresponding 
month of 1915, with the exception of sheep, for 
which the market has been quiet. 

Building operations in this district have not 
been so active during the past 30 days, and 
reports would indicate that the activity is 
even somewhat less than it was this time a 
year ago. 

There have been substantial increases in the 
amounts of postal receipts for December, 1916, 
over the corresponding month of the previous 
year in all the principal cities of this district. 

Money continues plentiful. In St. Louis 
the rate to customers, as a rule, ranges from 
4 to 44 per cent, and in other sections of the 
district it is somewhat higher. 


A number of our large manufacturers and | 


wholesalers are not urging customers to buy 


goods, but are rather discouraging the buying | 


of more goods than the customer is certain 
of selling. One large manufacturer explained 


that his concern did not want to have its cus-_ 


| DISTRICT NO. 9—MINNEAPOLIS. 

| Over the district, as a whole, business is un- 
dergoing the usual midwinter lull. While the 
‘situation is favorable, trade is quiet. 

Serious disturbances occurred in the north- 


tomers burdened with its product at the pre-|ern lumber camps in Minnesota during the 
vailing high prices, with the possibility of their early part of the month and were overcome 
having to suffer a loss later on. Some houses | with difficulty. Quiet again prevails and tim- 
are not selling for delivery at a date later than | ber concerns are able to go ahead at their 
May. scattered camps, many of which were closed 
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during the disturbances because of the in- 
timidation of men and trouble caused by wan- 
dering bands of agitators. 

Industrial operations are continuing on 
about the same scale as a month ago. Labor 


. is fully employed, and most concerns are en- 


joying a brisk business. 

Clearings show some small fluctuation, but 
remain approximately the same. Collections 
are uniformly good. Banks at country points 
report a fairly good demand, with rates un- 





changed. At the urban centers the demand is | 
somewhat lighter, with rates, if anything, a 
trifle easier. 

* There has been some slight improvement in 
the car situation, but the shortage is still se- 
vere, and is hampering many lines of business. 

Mining operations for the coming season | 
will be very active. Northern Minnesota con- 
cerns are holding their forces together as well 
as they can by employing men on stripping 
work and other winter operations in anticipa- 
tion of a record season. In the copper-mining 
districts of northern Michigan and Montana 
production is still maintaining record figures, 
and the mines expect during 1917 to make a_| 
large increase over the remarkable figures of 
last year. 

Cold weather and storms have interfered with | 
traffic to some extent. 

The amount of incoming wheat at the Min- | 
nesota and Duluth terminals is comparatively | 
small. Deliveries at country points are very | 
light on account of the condition of the high- 
ways. Prices still continue to hold a very 
high level. 

January snows have covered the greater | 
part of the grain territory and are an addi- | 





tional and valuable guaranty of proper. 
-years, which condition may be attributed, 


moisture conditions in the spring. 


DISTRICT NO. 10—KANSAS CITY. 

Conservatism in banking is apparent from | 
the healthy reserves maintained by the major-| 
ity of institutions. While this may, in part, | 
be due to lack of demand, there is unques- | 
tionably a feeling that the uncertainty of the | 
future demands a close scrutiny of invest- 


ments. Interest rates remain practically un- 
changed, but competition is close for short- 
time loans of certain liquidity. All reports 
continue to show increases in bank clearings, 
deposits, and post-office receipts. Thirteen 
important cities in the district show an average 
increase in clearings of 44.5 per cent for the 
year 1916 over the year 1915. Abstracts of 
reports now being received from the banking 
departments of States within this district 
show deposit increases in State banks running 
into huge figures, and there is every indication 
that these increases in all banks will continue 
to expand. 

Agriculture—Every State in whole or in 
part within this district shows a noticeable in- 
crease in the total estimated value of the 
13 principal crops for the year 1916 over 1915. 

Varying reports are being received with 
regard to the condition of the winter wheat, 
but the promise is not far from normal. In 
some sections of the district heavy snows have 
fallen and will be of great value, but in 
other localities precipitation has been deficient 
and some complaints of damage have been 
received. 

Liwe stock.—General conditions, in spite of 
the scarcity and high price of feed, are said 
to be favorable for the live-stock feeder. 


' Record high prices for cattle and scarcity of 


feed, with attendant increased cost, has stimu- 
lated the movement of short-fed stock. Pros- 
perity in western sheep circles has received 
an additional impetus in the earlier contracting 


‘of wool at unprecedented prices. There are 


some indications of an increased demand for 
loans on live stock, and stockmen of this section 
are securing a greater portion of their accom- 
modations from local banks than for many 


in part at least, to the provisions of the Federal 
Reserve Act permitting the discount of six 
‘months paper secured by live stock. 
Mining.—Colorado’s metal output for 1916 
sets a new record for the industry in that State. 
The value of five metals only, i. e., gold, 
silver, copper, lead, and spelter, exceeded the 
value of 1915 by more than 25 per cent, 
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| 
although the past season was not favorable to | per cent, causing earlier orders to avoid future 
the production of gold, the cost of mining per | price increases. 
ounce, placers excepted, being rated at the! The gradual shifting of the automobile busi- 
highest in the annals of the industry. Reliable ness from a summer business to an all-year- 
figures show that the value of zinc, lead, and round line is more and more apparent, the 
calamine ores produced in the Missouri-Kansas- month of December having been almost as 





Oklahoma district for 1916 exceeds the total | 
of 1915 by 34 per cent. The new year opens. 
auspiciously for continued prosperity in the 
mining industry with active work in the 
developing of prospects. 

Oiu.—Rapid advances in the price of crude 
oil in the Kansas and Oklahoma fields have | 
continued, the quotation now standing at 
$1.70 per barrel with expectation of further 
increases. The present price is the highest 
ever posted in these fields. Owing to this in- | 
crease much new work is being planned, but is 
seriously delayed by lack of water for drilling 
purposes. Leasing is exceedingly active. 

Manufacturing.—Although the manufactur- 
ing industry in this district is in its infancy and | 
does not compare in volume with that of the. 
eastern districts, the past year has shown a 
substantial growth, not only in the volume of | 
business turned out, but in the construction | 


of new factories and increased facilities to meet | 


the growing demands of trade. | 

Wholesale and retail.—The completion of in- | 
ventories has accentuated the unprecedented 
volume of mercantile business transacted dur- | 
ing 1916. The usual post-holiday quiet has_ 
been less marked than in previous years. Col- 
lections continue uncommonly good. | 

Business in dry goods and garment lines has | 
been of good volume, slowness of business due | 
to previous mild weather having since been off- 
set by the demand produced through generally 
lower temperatures. 

Clothiers have enjoyed a most successful 
year. Customers are demanding better mer- | 
chandise, allowing good profits in spite of in- 
creased costs. 

In implements, jobbers declare that their | 
suggestions for early shipments have met with | 
a ready response from the trade. The main 
complaint is in getting factory shipments. The | 
new year started with general advances of 10 | 





profitable as the month of June. Local au- 
thorities declare that $50,000,000 worth of 
motor cars have been distributed in this ter- 
ritory during 1916. 

Cement dealers report a very gratifying in- 
crease of 15 per cent in 1916 over 1915, with 
the outlook bright. 

The wholesale furniture business showed an 
increase of 20 per cent in 1916 over 1915, an 
average of 15 per cent of which was probably 
due to advance in prices, and approximately 5 
per cent to increase in the actual volume of 
furniture sold. Losses are about one-half what 
they were in 1915. 

The mail-order business reports one of the 
smoothest operating years in its history, hav- 
ing at no time been hindered through the gen- 
eral labor shortage. Salaries have been in- 
creased not less than 10 per cent, in addition to 
a general distribution of extra compensation 
because of increased cost of living. Factory 
holdings show an increase of from 35 per cent 
to 38 per cent in all lines, despite unstable and 
difficult merchandizing conditions. 

Flour mills report a restriction of trade in 
both domestic and export channels. Local 
mills are not selling anywhere near the volume 
of flour they are turning out. 

The average percentage of increase in values 
of building permits issued in eight important 
cities in this district for the year 1916 over the 
year 1915 was 24.4 per cent. 

Labor.—Complaints of labor shortage are 
now uncommon, in fact, in the larger cities em- 
ployment bureaus are unable to supply jobs for 
all applicants, but this is probably the natural 
result of the season and of the usual influx to 
the cities during the winter months. There 
has been some threatened disturbance among 
the laborers in the coal fields in Colorado, but 
this is purely local in character. Labor con- 
ditions may be said to be better than normal 
for this season of the year. 
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DISTRICT NO, 11—DALLAS. 

The new year has brought the usual lull in 
business which follows the holiday season, and 
this condition will probably continue for some 
60 or 90 days, or until the spring trade opens. 
This dullness has been less marked than in 
previous years. Reports from all sections of 
the district confirm the earlier predictions of 
an unprecedented holiday trade. The year just 
closed established new records in the business 
history of this section. 

Retail trade has been made rather active by 
the inauguration by merchants of special clear- 
ance sales. Wholesalers and jobbers are pre- 
paring to start their salesmen and are stocking 
up for the coming season. Collections in all 
lines continue good. 

Considering the midwinter season, building 
operations are more than holding their own and 
demand for materials is all that could be ex- 
pected. The car situation, from reports re- 
ceived, is considerably improved over 30 days 
ago, though restrictions are still placed on 
shipments to northern and eastern territory. 

The recent heavy snow over most of the dis- 


trict brought an end to a drought of some 60 


days’ duration. The snow was unusually 
heavy in Texas and insures a fine season for the 
preparation of the spring crops. From the ex- 
treme southwestern portion of the district, 
where farming is engaged in practically the 
year round, the winter truck crops are reported 
to be in good condition. Carload shipments of 
cabbage are being made from the Brownsville 
section, and within the next 30 days it is ex- 
pected that the crop movement will be well 
under way. 

Some decrease in bank deposits is noted by 
the reports made on the comptroller’s call of 
December 27, as compared with the November 
17 call. Otherwise, the banking situation has 
been about the same ‘as 30 days ago. Demand 
is light and rates easy. There seems to be a 
disposition on the part of most bankers to 
maintain their strong position and proceed 
with some caution, to await conditions that 
may develop after the first few months of the 
year. 





Clearings at the principal cities continue at 
record figures and for the month of December, 
1916, were $236,762,578, while for the same 
period of last year they were $195,718,070, or 
an increase of $41,044,508, or 21 per cent. 
For the year 1916 the aggregate amount of 
clearings in the cities reporting was $2,190,- 
754,725, and for the year 1915 the aggregate 
was $1,784,204,441, or an increase of $406,550,- 
284, or 23 per cent. 

The demand for lumber and building ma- 
terials has been light. Dealers are taking stock 
and closing their books on last year’s business. 
Collections are reported good. The car situa- 
tion in this line is much improved. Manufac- 
turers of brick, tile, and similar building ma- 
terials advise that orders are being booked for 
1917 delivery and that they anticipate a good 
trade when the building season opens in about 
60 days. Building permits issued in Decem- 
ber, 1916, in the cities reporting—Austin, Dal- 
las, Galveston, Houston, San Antonio, and 
Waco—aggregate in amount $2,072,598, and 
for a year ago the aggregate was $1,539,394, or 
an increase of $533,204 or 35 per cent. The 
aggregate amount of building permits issued in 
the named cities in 1916 was $12,837,100, an 
increase of $1,792,539, or 16 per cent over 1915. 

Post-office receipts for the cities reporting— 
Austin, Dallas, E] Paso, Fort Worth, Galveston, 
Houston, Shreveport, and Waco—for the 
month of December, 1916, aggregate $384,638, 
and for a similar period of 1915 the sum of 
$329,236, or an increase of $55,402, or 17 per 
cent. For the year 1916 the post-office re- 
ceipts of the listed cities aggregated the sum of 
$3,540,355, while for 1915 the aggregate was 
$3,047,102, showing an increase in the former 
year’s business of $493,233, or 16 per cent. 

Exports from the port of Galveston for De- 
cember, 1916, were $40,488,984, while for De- 
cember, 1915, the total was $17,796,672, show- 
ing an increase of $22,692,312, or 127 per cent. 
This increase was made up principally of ship- 
ments of cotton to England, France, Italy, 
Spain, and other foreign countries. Exports 
to Mexico also showed a heavy increase over 
a year ago. 





Fesruary 1, 1917. 





FEDERAL RESERVE BULLETIN. 





133 











Rains and snow over the cattle-raising sec- 
tion of the district have made range conditions 
good. The dry weather had caused grass to be 
short over a large part of the range territory 
and necessitated considerable feeding by cattle- 


men. Our reports are that there have been 
few losses on account of cold weather and that 
cattle have thus far gone through the winter 
well. Reports from Arizona especially are 
that the cattle industry in that section is un- 
usually prosperous. Prices are good for any- 
thing marketable, and there is demand for 
steers for spring delivery at advanced prices. 
With the recent announcement by the Gov- 
ernment of the designation of Fort Sam Hous- 
ton, San Antonio, as a remount station and the 
concentration of several thousand head of 
horses and mules for Army use, there should be 
an excellent demand for this class of stock. 

The advance in the prices of crude petroleum 
has stimulated business in the oil fields, and 
conditions are reported satisfactory. The 
movement of refined oil from Port Arthur in 
December was heavier than in the month pre- 
vious and has contributed to make an unusually 
profitable season at that port. The scarcity 
of coal continues to be felt and has caused a 
heavy advance in prices. Reports from Okla- 
homa are that a few of the mines have opened 
and it is believed that the remainder will soon 
do so. . It is expected that the controversy over 
the wage situation will soon be settled and nor- 
mal conditions in the mining districts resumed. 

Failures over the district from December 16, 
1916, to January 15, 1917, were in number 45, 
with liabilities aggregating $433,520, and for a 
similar period a year ago aggregated in number 
35, and in liabilities $436,998, showing an in- 
crease in number of 10, but a decrease in 
amount of $3,778, or less than 1 per cent 
decrease in amount of liabilities. 

The employment of labor is normal in all 
branches and the outlook is quite satisfactory 
for the first half of 1917, especially in the build- 
ing trades. There have been no labor disturb- 


ances in recent months and the number of 
strikes and laborers involved has been incon- 





sequential. Several increases in wages rang- 
ing from 10 per cent to 50 cents per day in 
different branches of labor over the district 
have served to satisfy workmen and keep 
down strikes and lockouts. There is no evi- 
dence but that the new year will be equally as 
prosperous as the year just closed. In any 
event, business men in all lines of endeavor 
anticipate this condition and a genuine tone of 
optimism prevails in all lines. 


DISTRICT NO. 12—SAN FRANCISCO. 


No material change is apparent in the busi- 
ness of this district during the last 30 days. 
Retail trade shows reaction from the activity 
of the holidays. The outlook is regarded as 
promising. 

Money is easy and there is but small demand 
for rediscounts at this bank. While this situa- 
tion is not without its accompanying hazard of 
possible over-expansion, little evidence of such 
a condition is found. 

It is reported that a new line of ships is to be 
put in service from Seattle to the Orient, con- 
sisting of four vessels to be builtin Yokohama by 
Norwegian interests. 

The Southern Pacific is reported as having 
taken over the railroad now building from 
Yuma, Ariz., to San Diego, thus entering terri- 
tory hitherto served only by the Santa Fe. 
This should be of considerable advantage both 
to the Imperial Valley, through which the road 
passes, as well as to Arizona and San Diego. It 
is rumored that the Hill interests have secured 
an entrance into San Francisco over the Ne- 
vada-California-Oregon line. 

' Conditions in the lumbering industry are 
reported as growing more favorable. 

Bank clearings for 19 principal cities in this 
_ district in December, 1916, show an increase of 
| 32 per cent over those of December, 1915. 
|Spokane’s percentage of increase was 45; 
Seattle, 39; and San Francisco, 37. Clearings 
for the year of 1916 show a gain of 26 per cent 
_over those of 1915. Between December 31, 
| 1915, and the last comptroller’s call, December 
27, 1916, deposits of national banks in the 
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7 reserve cities of this district increased 24 
per cent, while loans and investments increased 
26 per cent. Building permits for the same 19 
cities in 1916 show an increase of 20 per cent 
over 1915. 
_ California is one of the few States which have 
not adopted the uniform negotiable-instru- 
ments law. This has been proposed in the 
legislature now in session. 

A similar law is already in force in every 
other State of this district. 

The gap between production and shipments 
of petroleum reached the maximum for the year 
in December, with a daily production of 
255,983 barrels and daily shipments of 316,563 
barrels, a difference or withdrawal from stored 
stocks of 60,580 barrels daily. The shipments 
record a new high level. Total crude oil stocks 
on December 31, 1916, were 44,036,190 barrels, 
showing a reduction of 13,110,861 barrels 
during the year. 

Exports from the Pacific coast ports during 
the month of December, 1916, show an increase 
of 75 per cent over those of December, 1915, 
and the imports for the same month this year 
show an increase of 20 per cent over the cor 
responding month last year. 

The bean crop in California for 1916 is esti- 
mated at 163,000 tons, with the prospect of a 
much larger crop in 1917. Final figures for 
the 1916 prune crop of the Pacific coast place 
it at 93,000 tons, valued at $10,000,000. 

The crop of rice (a new product in Califor- 
nia) is now estimated at 1,250,000 sacks from 
60,000 acres as against an estimate of 1,800,000 
sacks earlier in the season. This change is due 
in part to the failure of a considerable portion 
of the late plantings to mature. Sales have 
been made at about $1.75 per 100 pounds. 

The apple crop of the Pacific Northwest is 
approximately 19,000 cars. The returns from 





this crop will be much larger than those from 
last year’s crop; 13,000 cars already shipped 
have averaged $700 per car. 

Stocks of canned goods in first hands are 
almost sold out, and that which remains is sell- 
ing at very high prices. It is thought that 
there will be practically no carry-over to the 
1917 season. 

The total fruit crop of Oregon in 1916 is 
reported as yielding $9,000,000 net to the 
growers, which is $1,000,000 more than in 
any previous year. Two new industries have 
recently been introduced mto Oregon—the 
growing of flax and of cranberries. The cran- 
berry crop in 1916 amounted to only 2,000 bar- 
rels, netting the grower $8 per barrel, but the 
crop of the coming year promises to be larger. 

Live-stock conditions continue to be most 
favorable. Nevada reports the highest prices 
ever paid for lambs, averaging $5 each for the 
600,000 lambs sold this year. 

The salmon catch of 1916 for the Pacific 
coast of the United States and Alaska is re- 
ported as 7,121,000 cases of 48 one-pound cans. 
This is above the average, though below the 
1915 catch. The catch was heavy in Alaska, 
but below normal in the Puget Sound and the 
Columbia River districts. The prices for sal- 
mon have reached the highest point in years, 
the value of the 1916 pack being estimated at 
$40,000,000. ' 

The value of the mineral production in the 
district for 1916 exceeded $420,000,000—cop- 
per about $285,000,000 ; petroleum, $49,000,000; 
gold, $40,000,000; and silver, $23,000,000. 
Ten mines in Arizona paid $34,000,000 in divi- 
dends during the past year, and the mines of 
five western States paid over $100,000,000 in 
dividends. Alaska’s mineral production in 
1916 was over $50,000,000. 
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DISTRIBUTION OF DISCOUNTED PAPER 
BY CLASSES, SIZES, AND MATURITIES. 


Commercial paper discounted by the Fed- 
eral Reserve Banks during December, 1916, 
totaled $63,716,300, by far the largest monthly 
total reported since the opening of the banks. 
Considerable increases in discount operations 
are shown for all the banks except Kansas City, 
Dallas, and San Francisco, though the princi- 
pal increases are shown for the three eastern 
seaboard banks, where the immediate effects 
of the late disturbance in the call money market 
were chiefly felt and where some of the leading 
local member banks for the first time availed 
themselves of rediscount privileges with their 
Federal Reserve Banks. Of the total amount 
of paper discounted during the month more 
than 70 per cent represents the share of the 
three eastern banks, as against over 60 per cent 
for- November, 1916, and less than 3 per cent 
for December the year before. Discount oper- 
ations of the three southern banks, which re- 
ported over 62 per cent of the December, 1915, 
total, were about 10 per cent of the total re- 
ported for the month under discussion. 

Discounts of the Federal Reserve Banks for 
the year 1916 totaled $207,870,800, compared 
with $161,353,000 for the year 1915. 

Of the total discounts for the month, $29,- 
892,400 is represented by member banks’ col- 
lateral notes secured by commercial paper; 
$1,085,600 by trade acceptances (two-name 
paper), and $817,000 by commodity paper. 
The total of these three classes of paper, dis- 
counted at preferential, i. e., lower than ordi- 
nary rates, is $31,795,000, or about 50 per cent 
of the total discounts for the month. All the 
banks, except San Francisco, report advances 
upon member banks’ collateral notes, though 
nearly 75 per cent of the total of nearly 
$30,000,000 was advanced mainly to local city 
members by the Philadelphia, New York, and 
Chicago banks. 

Discounts for the month of trade acceptances 
for the first time exceeded $1,000,000, nearly 
80 per cent representing the combined share 





of the.Richmond and Atlanta banks, jinclud- 
ing the New Orleans branch. ‘The total of 
two-name paper discounted during the past 
year by all the 12 banks was over five millions, 
over 60 per cent of which was handled ‘by the 
two southern banks named, and over 20 per 
cent by the St. Louis and Boston banks. 

Only three banks report the discount during 
the month of commodity paper, the total for 
December being about 42 per cent below the 
monthly average for the year. It is also no- 
table that the aggregate discounts of commodity 
paper for the four months since September 1, 
$6,421,000, were about 38 per cent less than 
the amount discounted during the correspond- 
ing period in 1915. 

The number of bills discounted during the 
month, 4,601. was largely in excess of the 
number shown for each of the two last months, 
while the average size of the paper discounted, 
about $13,800, was far in excess of like monthly 
averages heretofore recorded. Over 82 per 
cent of the amount of bills discounted during 
the month is represented by largest-size bills 





(of over $10,000 each), these percentages being 
much larger for the New York, Cleveland, 
Philadelphia, and Boston banks. About 9 per 
cent of the discounts for tue month was me- 
dium-sized paper (in denomination of over 
$1,000 to $5,000) as against 17 per cent the 
month before and nearly 50 per cent in De- 


cember, 1915. Small notes (in amounts up to 
$250) constituted over 12 per cent of the total 
number, though only slightly above 0.1 per 
cent of the amount of bills discounted during 
the month. The Philadelphia bank reports by 
far the largest number of these small bills, 
mainly trade acceptances. 

Over 36 per cent of the bills discounted dur- 
ing December was 10-day paper, i. e., matur- 
ing within 10 days from the date of discount 
by the Federal Reserve Banks, these shares 
being much larger in the case of the Boston, 
Philadelphia, and Richmond banks. The share 
of 30-day paper was 54 per cent; that of 60- 
day paper, 4.3 per cent; and that of 90-day 
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paper, 4.7 per cent. December discounts of | cember 30, 1915, is represented by the holdi ngs 
agricultural and live-stock paper maturing of the three southern banks. 
after 90 days from date of rediscount with the, Of the 7,627 member banks reported at the 
Federal Reserve Bank (6-month paper) were end of the month only 314, or slightly over 4 
only $444,700, compared with a monthly aver- per cent, availed themselves of their rediscount 
age for the present year of over 1.4 millions of | privileges during December. Considerable in- 
this class of discounts. | creases in the number of accommodated mem- 
On the last Friday of the month the banks ber banks are shown for the Boston, New 
held a total of $30,196,700 of discounted paper, York, and Philadelphia districts, where a num- 
as against $20,499,600 about the end of No-| ber of the leading city banks initiated redis- 
vember, and $32,371,600 on the corresponding count operations with their Federal Reserve 
date in 1915. About 22 per cent of the total, Banks during the early part of the month 
discounts held, as against 63 per cent on De-: under discussion. 


Commercial paper, exclusive of bankers’ acceptances, discounted by each Federal Reserve Bank during the month of 
December, 1916, distributed by sizes. 
NUMBER OF PIECES AND AMOUNTS. 


{In thousands of dollars.] 





| | 
Over $500 Over $1,000 Over $2,500|Over $5,000 
$500. | to $1,000.| to $2,500. | to $5,000. | to $10,000. 





amount of 
bills discounted. 
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Commercial paper, exclusive of open-market purchases, discounted during December by each Federal Reserve Bank, distrib- 
uted by States and maturities as of date of discount. 


{In thousands of dollars.] 





Maturities. 
| Number | Number 
ia of banks : lt je 
member | accom- s4h3 ‘rom 1 rom 31 
| banks. | modated.| ,Within 

| 
| 





Districts and States. 
10 days. 








District No. 1—Boston: 
Connecticut 
Main 





14,810. 1 





District No. 2—New York: | } 
Connecticut i \ 23.0 
New Jersey ma § 636. 7 646.0 
New York 5 .8 | 10, 495.0 | 


11, 131.7 








District No. 3—Philadelphia: 
Delaware 




















District No. 5—Richmond: 
District of Columbia 
Maryland 


Virginia 
West Virginia 
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Commercial paper, exclusive of open-market purchases, discounted during December by each Federal Reserve Bank, distrib- 
uted by 8 States and maturities as of date of discount—Continued. 


[In thousands of dollars.] 





Maturities. Total 
Number | Number 

of | of banks es Snape 

member accom- Within From 31 ¥ —" 

| banks. | modated.| ,5 days. to 30 to 60 to 90 counted. 





Districts and States. 


days. 








District No. 9—Minneapolis: 
Michigan 


















































RECAPITULATION. 
{In thousands of dollars.} 





Maturities. 





Districts and cities. F F 
Within from | (“rom 
‘| 10 days. 31 to 60 | 61 to 90 


days. | days. 
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Total for January-December, 1916. 34,425.9 | 41,578.6 | 16, 818.4 
Total for Fomenry-Desemtne, 1915 57, 837.4 | 57,322. 4 
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Member banks’ collateral notes discounted by each Federal Reserve Bank from Sept. 11, 1916, date when first special rate 
became effective, to Dec. 81, 1916. 


| Total Sep- | Total Sep- 
December,| tember- | " tember- 
, 6. December, 

1916. 


Federal Reserve Bank. 





Philadelphia 

Cleveland 

Richmond 

heats (including New Orleans branch). . 











Trade acceptances discounted by each Federal Reserve Bank from Sept. 12, 1915, date of first discount to Dec. 31, 1916. 





5 { | . i i gee tae ir , j ~ a el ie” a 

Total to | Total to | 

Federal Reserve Bank. Dee. 31, | December, ual l Federal Reserve Bank. December, Total for 
5. : ; 





<a 1916. 
o- | 

a | 

$429,200 || St. Louis 

166, 600 || Minneapolis 

Philadelphia 8 74, 800 | | Kansas City 

Cleveland 4,900 | , 400 175, 200 || Dallas 

1, 507, 200 | San Francisco 


1, 591, 000 || 5, 113, 500 
8,200 || 
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Commodity paper discounted by each Federal Reserve Bank from Sept. 8, 1915, date of first discount to Dec. $1, 1916. 





| l | | 
Total to | 
December, Total for . | December,| Total for 
16. 1916. Federal Reserve Bank. | Dec. 31, | “i916.” | : 


| Total to 
Federal Reserve Bank. ] Dee. 31, 
1915. 








| $2,881, 400 
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Discounted paper held by each Federal Reserve Bank on Dec. 29, 1916, distributed by maturities. 





Maturities. 





Federal Reserve Bank. | | | 
| Within 10} 11to30 | 31to060 
| days. | days. days. 











$899,700 | $356, 800 
5,372,300 | 1,134,800 
500,300} 204, 
141, 600 68, 500 
843, 300 828, 300 
761, 300 
, 
205, 900 
442, 600 
105, 700 
150, 500 
81, 400 
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5,006, 100 
Per cent 5 9.1 16.6 


Amounts held on Dec. 30, 1915.... .9 | .7) 9,354.2 
Per cent 22 | 27.8 | 28.9 
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ACCEPTANCES. 


Acceptances bought in open market and held by Federal Reserve Banks as per schedules on file on dates specified, distributed 
by classes of accepting institutions. 
{In thousands of dollars.) 





Bankers’ acceptances. 
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Acceptances held by each Federal Reserve Bank at close of business on Fridays, Dec. 29, 1916, to Jan. 19, 1917, 








1916. 


by maturities, 
{In thousands of dollars.]} 
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Acceptances maturing— 


Boston. 


New 
York. 


Phila- | 
| land. 


delphia. 


Cleve- | Rich- | 
mond. 


At- 
lanta. 


Chi- 
cago. 


St. 
F Louis. 





Within 10 days: 
Dec. 29, 191 


Dee. 29, 191 
Jan. 5, 1917 
Jan. 12, 1917 


Jan. 19, 1917 
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7,096 | 
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8,47 | 
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330 | 12 


From 61 days to 3 months: 


Dec. 29, 1916 


Jan. 12, 1917... 
Jan. 19, 1917..... 
Total acceptances held: 

Dec. 29, 191 
Jan. 5, 1917... 
Jan. 12, 1917 
Jan. 19, 1917... 
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Distribution by maturities of acceptances bought in open market by each Federal Reserve Bank during calendar years 1915 
and 1916. 


{In thousands of dollars.] 





= | Atlanta | 
as *hila- | a : | (includ-| ~); | nee | 
nee : ton | New | Cleve- | Rich- |} > N,,| Chica-,_ St. | Minne-| Kansas 
Acceptances maturing— =| Boston. York, | Ck | land. | mond. | O§ ence | go. | Louis, | apolis. | City. 


} 


| branch). 





Within 30 days: 
Calendar year, 1915 
6 months ending June, 1916.... 


Septem 
October, 
November, 1916 
December, 1916. 


Total for 12 months, 1916.... 
After 30 but within 60 days: 
Calendar year, 1915 2,377 

6 months ending June, 1916... 5,063 
1,169 
1,101 
1, 227 
1, 233 
3,823 
2,343 


! 
Total for 12 months, 1916....| 5,177 | 15,959 
After 60 days, but within 3 months: 
Calen year, 1915 11,471 | 22,211 
6 months ending June, 1916. . .| 24,049 | 34,435 
July, 1916 1,391 | 11,161 
A 4,062 | 5,508 
3,787 |, 6,940 
2,180 "10, 
6, 205 13,842 
4,254 | 13,712 


Total for 12 months, 1916....| 45,928 | 96,003 
Total acceptances ht: 
Calendar year, 191 14,105 | 25,834 
6 months ending June, 1916....| 25,832 | 44,226 
July, 1916, 1,395 | 14,368 
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Short-term investments (municipal warrants) held by each Federal Reserve Bank at close of business on Fridays, Dec. 29, 1916, 
to Jan. 19, 1917, distributed by maturities. 


{In thousands of dollars.} 





- _ 


, Phila- | Cleve-, Rich- | At- Chi- _St._ | Minne-| Kansas ig Total 
Warrants maturing— ‘| . |\delphia.| land. | mond. | lanta. cago. | Louis. | apolis. City. | Dele; _— aa 
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Distribution by sizes of acceptances bought in open market by all the Federal Reserve Banks during the month of December, and 
for the 12 months ending Dec. 31, 1916. 





1 


To $5,000. To $10,000. To $25,000. | To $50,000. | To $100,000. | Over $100,000. 





Acceptances bought in 
open market. : 
ay 


Amount 
Amount. 
Per cent 


December, 1916: | | 
Bankers’ pomptanes.. 7 $21,631,093) 401 $16, 548, 356] 131/$10,687,605| 40/$7, 322, 909) % ones 827,601) 97.1 
Trade acceptances.... 24) 64 286, 870 443, 018) 3 114,394, 4) 324,228) 5, 691,884 Mie 21,924, 366) _29 


22,074,111! 404 404) 16, 662, 750) “135/11, oll, 1833) 45 
33.1 24. 9) 























November, 1916 


15, 614, 427 O71 11, 290,050) 106! 8,844,327| 34! 6,772,741) “2.520 520) 
October, 1916 


, | 

12, 333,597, 265) 12,142,475) 74) 6,990 915) 20) 2, 963, 522) 2, 228) 

5} 165) 6,835, 609) : 37) 7, 197, 162 r 909 

131, 5,340,003) 69 5 3| 35) 6,721,610} 1, 216) 

185 % 200; 6131 ; : 29 5, 286, 683) 2’ 112) 
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Total acceptances | . 
bought during 12) 
months ending Decem- | +o 
eae 5. 227 15. 208. 153 5, 026/40, 674, -_. = 121, 243, 1622, 019 83, 529, 022 807 67, 645, 301 308) 57, 529, 925 20, 557 385, 915, 973 


10f the chews total, bankers’ oumatneaen totaling $55,548,576 were based on mpente and exports, and $9,279,025 on domestic trade 


ns, 
2 Of the above total, trade acceptances totaling $96,670 were based upon domestic trade transactions, and $1,198,196 were drawn abroad on 
importers in the United States and indorsed hid foreign banks. 








144 


FEDERAL RESERVE BULLETIN. 





Fepsrvuary 1, 1917. 





Total investment operations of each Federal Reserve Bank during the month of December and 12 months ending Dec. $1, 









































1916 and 1915. 
[In thousands of dollars.]} 
Bills bought in open | Total investment 
sii: anaes & | Municipal warrants bought. | United States bonds and Treasury notes.| Tt) Uvestm 
unted |_ WRU aS PSA FA ee 
Bank. 8 eeieeeetl Sn | D D 
mem Der bankers rade | ecem- ecem- 
All 2per | 3 4 per | l-year 
anks. | accept- |accept-| Total. | City. | State. Total. Total. ber. ber, 
os aah hommes Ss other cent. | cent. | cent. | notes. 1916. 1918, 
Boston........ 14,810.1) 5,213. 1)........ eS as EMRE. BRR SoC ROR! Lee ees UL PRS (FDRG PERI a 20,023.2 | 3,776.1 
New York 17,978.0| 17,660.4| 168.8 17,829.3 950.0 | 38,707.5 | 6,167.6 
CT MY. GOR | OR Bec ccccs) MB lsc ck ckboccvekcclcmue ctateccs tolecasguess 18, 783.9 | 2,948.9 
5,885.1) 76.8 5,961.9 250.0 | 10,133.2| 1,383.8 
3,966.8)........ | 3,966.8 916.25 | 9,735.05} 3,838.5 
1,984.7; 96.7, 2,081.4) 500.0 | 5,150.1 | 3,619.0 
6,417.9} 341.1 6,759.0 ,615.0 | 14,416.2| 3,840.2 
i Gee | MOTs GT, Mi cc nacolcccace] . MEG Mlasssstaneofabessacklustos colaceuacchivctareae 5, 790.0 920.9 
4,183. 0).....<0% | 4,152.0 1.0 | 5,750.8 908. 1 
Ae eee | 2,755. 5| 250.0 | 3,203.6 | 2,467.5 
oe eae | 1,451.6 57.5 | 1,849.1 | 3,253.7 
4,380.6) 1,230.8 6;611-4 LepavecatishSéal. MMNMEess isenes tide secalsdane sabdes sosaieyaos<tue 5,872.1 635.8 
64,827.6) 1,924.9 66,752. 5| 3,387.2) 2.6 16.4) 3,406.2) 5,249.75] 40.0 | 250.0)....... 5,539.75 |139, 414. 75|.......... 
9, 869.0} 2,921.0) 12,790.0|........ | REP OT « Weseehs 3,210.6] 1,582.1 | 385.0} 380.0)....... 2,347.500|........-. 33, 760. 1 
endin ‘ 
wl “aie 207, 870. 5 369, 582. 7|16, 333. 3, 385, 916. 0/84, 738. 2.4, 087. 1 934. 7 89, 762. 0}48, 128. 10)3, 918. 884, 403. 2 300|56,750.18 |740, 208. 68|.......... 
mon s | 
ending Dec. | | 
$1, 1915...... 161, 353.0 61,924.0) 2,921.0) 64,845.0)........ ‘emis 9%: 65, 859. 3 se hams occ 770.0|....... 15,713.470).......... 307,770.77 






































Fesrvary 1, 1917. FEDERAL RESERVE BULLETIN. 145 








FEDERAL RESERVE BANK STATEMENTS. 


Resources and liabilities of each Federal Reserve Bank and of the Federal Reserve System at close of business on Fridays, 
Dec. 29, 1916, to Jan. 19, 1917. 






























































RESOURCES. 
{In thousands of dollars.} 
Phila- | San | Total 
New Cleve- | Rich- Chica-| St. | Minne-| Kansas 
Boston. del- Atlanta Dallas.| Fran- | for 
York. phia. land. | mond. go. | Louis. apa City. cisco. | system. 
Gold coin and certificates in vault: 
Se 8 BR aes 11,640 |155,028 | 18,746 | 15,735 | 4,859 | 5,187 | 27,572 | 11,022 | 8,912 | 6,137 , 976 | 11,774 | 281,588 
Jan. 5, 1917.. ---| 12,199 |141, 431 | 17,411 | 15, 5,365 | 5,435 | 26,155 | 10,983 | 8,972 6,198 | 15,117 | 12,141 | 267,169 
Jan. 12, MEE shee seve cckebtaecces 12,788 |153, 264 | 21, 16,125 | 5,202 | 5,438 | 29,216 | 12,065 | 9,730 6,389 , 297 | 15, 292, 829 
Ro BR ee , 839 /136, 206 | 24,581 | 16,044 | 5,238 | 5,349 | 31,907 | 13,088 | 10,277 | 6,751 | 5,639 | 16,590 | 286,509 
Gold settlement fun 
MEE do's dedccctsnvcbacds 14,737 | 20,570 | 8,042 | 16,953 | 19,416 | 7,439 | 26,183 | 3,395 | 7,064 | 21,236 | 14,947 | 10,489 | 170,471 
BI dns cocndecvenaccevece 19, 26,357 | 12,916 | 20,759 | 15,789 | 5,186 | 33,220 | 4,585 | 8,406 | 24,728 | 11,598 | 8,951 | 192,001 
an 12, ae Ghoccseetecas 20,708 | 35,674 " 22, 17,186 | 4,950 | 31,854 | 5,159 | 7,453 | 26,382 | 13,619 | 7,660 | 206,541 
PMs cncacecdcucdactcce 17,546 | 41,644 | 17,016 | 23,827 | 16, 3,425 | 34,982 | 6,040 | 6,790 26,654 | 11,873 | 5,445 | 212,051 
Gold redemption fund: 
i ¢ccanadaxenss sabes 50 | 250 100 42 211 299 200 | 255 30 150 57 10 | 1,654 
i tininsavaccasaceseass 50 | 250 100 31 191 342 | 200 | 195 30 144 57 10 1,600 
a + packdaachnaonnnne 50 | 250 100 9 228 482 200 156 100 152 45 10 1,782 
SG MEER o csdcecteensnccedesa 50 | 250 100 4 256 504 200 | 114 100 | 150 40 15 1,783 
Legal-tender notes, silver, etc.: 
B00. TO, FONG. ccc cc ecesccwie 635 | 12,806 461 521 51 197 857 | 1,381 164 136 253 76 | 17,538 
Ms TRIE on Civxpoce coteece cect 515 | 10,224 1,051 512 121 818 323 | 1,852 214 | 175 327 48 | 16,180 
Jan. 22, MetabaVabe csckbiesscede 533 | 9,636} 1,304 | 671 81 568 840 | 2,134 336 | 207 402 57 | 16,769 
Fy BS ee 2,447 557 } 869 82 653 | 1,181 | 2,436 430 | 209 483 . 6 | 10,338 
Total reserve: } | 
COMED de adessctdecrccese , 062 |188,654 | 27,349 | 33,251 | 24,537 | 13,122 | 54,812 | 16,053 | 16,170 | 27,659 | 20,233 q 471,251 
Jan. 5 1917 Pm Oe eee 32,270 |178, 262 | 31,478 | 37,064 | 21,466 | 11,781 | 59,898 | 17,615 ,622 | 31,245 | 17,099 | 21,150 | 476,950 
em Ws MONE. Uis.c..scaes~-. 0008 34,079 198, 36,466 | 39,245 | 22,697 | 11, 62,110 | 19,514 | 17,619 33, 130 | 19,363 | 23, 517, 921 
OM eee 34, 882 (178,657 | 42,623 | 40,744 | 22,385 | 9,931 , 270 | 21,678 | 17,597 33,764 | 18,035 | 22,115 | 510,681 
Five per cent redemption fund 
against Federal Reserve bank | | 
MM INO S26 ck vac ctlle lek on bite cee cet h, ions Sade a ite dik ER a dd ile dT uh SU SO SEE Bb decal 300 100 su..i.. 400 
OOD. GOUT 0 di ai0., Ssedewcndfovereres RES: ROOST SCRE Lee [eckewstbivibvettactduettesstece). Sa)... MO RL as. 400 
errr ere AE SES SSS SER aN SAE, See BAS SEE Ae SN PLE Oe eae 300 Le 400 
SUE, WOLUIET AS woe a5 Seviv ce vo Uipoveunc KE (CARES FUG) SGU GU” PRBS! RSE eee ere 300 64525.52.. 400 
Bills discounted—members: 
BPO By BNO s « casdewversevncss 3,727 | 7,068 | 3,061 | 1,082 | 2,879; 3,000; 4,416; 1,311 1,974 516 819 253 | 30,196 
} 6” | Ree eReROnn ee 1,900 | 6,810 579 | 3,746 | 3,300| 4,384 | 1,141/| 1,872 497 828 231 | 26,217 
TEE i:asdebaanenendnna 1,483 | 6,246 862) 650] 3,765| 3,310} 3,901 729 | 1,748 470 953 238 | 24,355 
Se MDM oan chrmasinnstenlscs 1,163 | 1,978 591 | 642| 3,853| 2,639] 2,418 647| 1,719} 480 890 199 | 17,219 
Bills poe in open market: 
Dee, 29, 1916... ......-20.--200e 12,725 | 41,457 | 13,602 | 9,871 | 3,604 | 4,554 | 10,212 | 6,784| 6,128 3,800 | 2,201 | 12,379 | 127,497 
TR ee CR Rae 13,277 | 38,417 | 12,199 | 9,891 | 3,394 | 4,162 | 10,043 | 7,132} 6,290 | 3,611 | 2,351 | 11,040 | 121,807 
. 8 Bere 13, 827 | 35,169 | 11,001 | 9,151 | 3,460 | 4,086 | 8,974 | 6,785 | 6,645 | 3,204) 2,174 | 11,413 | 115,979 
SOM; 10, FORT Sodas eibceenses 13, 666 | 31,797 | 9,493 | 8, 4,138 | 4,110} 8,189 | 6,423 | 6,475 | 3,212} 2,033 | 10,684 | 108, 447 
United States bonds: 
Ded, BB, ND. 6 ish... Ginny oot 1, 1,043 | 1,651) 7,361} 2,192| 1,710} 8,858 | 2,203} 2,442 8,493} 4,328] 2,634) 44,247 
Pe are ere 1, 332 522 7,360 | 1,338 ,160 | 7,413 | 2,203 | 2,443 | 8,493 | 4,328) 2,634 41,052 
SU SEES Scebnet ccacicndess 1, 332 534 826 | 7,367 | 1,338} 2,160] 7,413 | 2,203| 2,443 | 8,493 | 4,328/| 2,669 | 41,106 
ae Smee ea 1,332 | 534 826 | 6,165 | 1,338| 2,160| 7,413 2,203| 1,913 | 8,493 | 3,603 | ‘1,919 | 37,899 
Cus United States Treasury } 
notes: 5 
DO ee BOND ois sic a vcnceceeess 1,000 | 1,205; 1,174 618 | 1,070 824) 1,517 891 700 | 963 705 500 | 11,167 
pT ee eee 1,000 | 1,726; 1,999 | 618 | 1,969 824 | 2,962 891 700 | 963 7 500 | 14, 857 
Ts kinda bsddhevsaues 1, 000 | 1,726 | 1,999 618 | 1,969 824 | 2,962 891 700 | 963 500 | 14,857 
Pe SR eee: 1,000} 1,726; 1,999 1,820) 1,969 824 | 2,962 891 | 1,230 | 963 | 1,430] 1,500 | 18,314 
Municipal warrants: 
pC ree 890 | 972 465 | 2,685 61 402 | 1,326 | 76 | 570 | 164 | 127 737 8,975 
PS Per eee 831 | 1,988 274 | 1,867 61 400 921 | 576 | 488 164 | 127 | 1,039 8, 736 
OE SS a Sea eee 806 | 1,988 528 | 2,040 61 400 | 1,682 625 488 215 178 8 ‘ 
© Fath, Te, GIT .2 2 oc. ccenicocess 7 2,949 | 1,480 | 1,528 61 402| 1531| 564| 478 174 153 576} 10,596 
Federal Reserve notes, net: 
Dec. 29, 1916..........c0.0.00- 622 | 13, 637 |.......- By | MORES Pee 2,647 |........ | Ot SRE EPRGRREY 1,646 | 21,300 
UR PUUEE dndicc deccjcdcobecacse 549 | 16,102 {........ gy eT eee 2,335 Re: Be: ape Rianne) mpieeien: 2,076 | 21,664 
PE ciidcdabdciainatiane We +) gee (9g eee ae SB 8 Sa il SE ab SNR Memebee 2,314 | 19,902 
/ \ 3 1,089 | 16,391 | 1,201 | | eer Reigecnasl RaW Wvksncene OD Wintudiusleanauaed 2,654 | 24,064 
Due from other Federal Reserve 
Banks, net: s | 
PR Gs ca cacenccesccasss os ioe (ee eS ee ee | 12,686 | 9,180 |........ | eee 3,378 | 1 46, 958 
gk candacaccecuensce RA avscut | 7,213 | 2,303 | 7 eae | 3,829 | 1 652 651 68 16, 
Jan. 12, eit acintaileincbese SP hcanance Es Te eee. | 4,091 | 2,701 | 42 |) Ree 335 | 111,632 
din ckacesdbancentiansende gor | ees ee 5 Sea eRe Arce ETA 873 | 15,354 
Uncollected items: | | 
NY vcuhenusascwensnselehercnatiossscuhibieriens ne ne =e a ore ee Se Rees ee ee 
DI nccacsdnnsoennnans 13,741 | 26,411 | 20,192 | 9,933 | 9,639 | 9,561 | 18,165 | 11, 495 "4,755 "8,305 |" “4, 966 | "5, 466 | 142, 620 
I ca veckadssvncacance 10,433 | 25,042 | 16,653 | 8,743 | 8,285| 8,792 | 16,211 | 8,671 | 3,640 | 6,083| 4,427| 3,866 | 120,846 
Pe I ae siccccvsissccun 13,318 | 27,207 | 16,691 | 11,954 | 8,419! 9,288 | 15,580| 9,402 | 4,254 | 6,414 | 4,895 | 4,764 | 132,116 
1 Difference between net amounts due from and net amounts due to other Federal Reserve Banks. 
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Resources and liabilities of each Federal Reserve Bank and of the Federal Reserve System at close of business on Fridays, 
Dec. 29, 1916, to Jan. 19, 1917—Continued. 


RESOURCES—Continued. 
[In thousands of dollars.] 








Phila- | 
d | Cleve-| Rich- | ‘Atlanta. —— 


| land. | mond. 











All other resources: 
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468 
407 
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LIABILITIES. 
(In thousands of dollars.] 








Capital paid in: 
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Member bank deposits—net: 
Dec, 29, 1916 


Jan. 12, 1917 
Jan. 19, 1917 
a oe items: 











Federal reserve notes—net liability: 
Dec. 29, 1916 


Jan, 12, 1917 
Jan. 19, 1917 

Due to — Federal weer 
anks, 





| 
800 [258,802 | 51, 235 34, 467 25, 420 
270,551 | 76,070 42,015 | 34,307 
283,709 | 81,928 41,817 | 34,786 
274,631 | 75,384 | 7: 42) 395 | 33,041 
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Federal Reserve note account of each Federal Reserve Bank at close of business on Fridays, Dec. 29, 1916, to Jan. 19, 1917. 


{In thousands of dollars.] 





York. delphi, land. j rene. | lanta. | " is. | City. ’ a eg 





| | | 
Boston New | Phila- | cove. | Rich- | At- | c San Total 
” 








. ie | 
a Reserve notesissued to the | 


‘Dec. 29, 1916 13,518 |107,004 | 17,070 | 10,832 | 20,431 
Jan. 5, 1917 13,491 |109,255 | 17,039 | 10,655 
14,004 {104,907 | 16,992 | 10,614 | 19,194 
13,946 |105,488 | 16,934 | 10,558 | 19/016 
| } 
}33, 637 | 164} 560] 1,138 
102. 188; 602| 1,641 
Lom 13,717; 747| 7141 1,069 
| 16,391 | 1,201} 801 | 1,057 
| 


16,906 | 10,272 | 19,293 
| 16,851 | 10,053 | 18,744 
eds | 16,245 | 9,900 | 18,125 
Jan. 19, 1917 ; | 15,733 | 9,757 | 17,959 
Gold and fawful money deposited | 
with or to the credit of the Fed- | 

eral Reserve Agent: } | | 

{107,004 | 15,770 | 10,832 . 12,543 | 20,484 | 19,695 | 22,463 | 14,781 
\109, 255 | 15,739 | 10,655 . ‘ 12,507 | 17,462 | 19,646 | 22,419 | 14,781 | 

|104, 907 | 15, 692 | 10, 614 . | 20,£ 12,481 | 17, 438 | 19,601 | 21,682 14,767 

13, 946 |105,488 | 16,984 | 10,558 . | 19, } 12,435 | 17,407 | 19,245 | 21,628 14,752 


13, 637 


22, 235 14, 781 | 300,511 
22, 186 14,781 | 300, 280 
21,511 14, 767 | 293,440 
21, 130 14, 752 | 292,014 


BERN 


3 


3888 


1,646 | 25,158 
2,076 | 27,407 
2,314 | 25, 
2,654 | 29,047 


16,459 | 18,296 | 21,735 | 23,589 13, 135 
16,412 | 18,055 | 21,539 | 23,253 | 12,705 
16,389 | 17,607 | 21,213 | 22,861 | 12, 453 
16,243 | 17,337 20, 982 | 22, 400 | 12, 098 
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Federal Reserve note account of each Federal Reserve Agent at close of business on Fridays, Dec. 29, 1916, to Jan. 19, 1917. 
























































{In thousands of dollars.] 
Phila- San 
Bos- Cleve- | Rich- | At- Chi- Minne- | Kansas! Dallas 
del- Fi *| Fran- | Total. 
ton. phia land. | mond. | lanta. | cago. apolis. | City. eleto. 
} 
Federal Reserve notes: 
Received from Comptroller— | 
1 28,880 30,480 | 17,660 | 29,500 | 35,380 11,880 24,500 | 28,120 | 35,320 | 17,720 | 462,380 
-| 28,880 30,480 | 17,660 | 29,500 | 35,380 | 11,880 24,500 | 28,120 | 35,320 | 17,720 | 462,380 
28, 880 30,480 | 17,660 | 29,500 | 35,380 | 11,880 24,500 | 28,120 | 35,320 | 17,720 | 462, 
.| 28,880 30,480 | 17,660 | 29,500 | 35,380 | 11,880 24,500 | 28,120 | 35,320 | 17,720 | 462,380 
| 7,402 6,150 | 3,728 | 6,569 3,835 1,697 896 | 2,132) 4,501 | 1,939 | 94,935 
7,429 6,181 | 3,905} 6,615; 3,910| 1,702 918 | 2,181 | 4,645 | 1,989 | 95,796 
7, 666 6,228 | 3,946} 6,906 | 3,955 | 1,707 942 ,226 | 4,782; 1,953 | 101,056 
7,724 6,286 | 4,002; 7,084; 4,038 | 1,714 978 | 2,282} 4,936 1,968 | 103,217 
= to Federal Reserve 
8 §. eee 21,478 24,330 | 13,932 | 22,931 | 31,545 | 10,183 23,604 | 25,988 | 30,819 | 15,781 | 367,445 
Jan. 5, 1917.. 21,451 24,299 | 13,755 | 22,885 | 31,470 | 10,178 23,582 | 25,939 | 30,675 | 15,781 | 366, 584 
Jan. 12, 1917.. 21,214 24,252 | 13,714 | 22,594 | 31,425 | 10,173 23,558 | 25,894 | 30,538 | 15,767 | 361,324 
Jan. 18-19 1917... ‘ 21,1 24,194 | 13, 22,416 | 31,342 | 10,166 23,527 | 25,838 | 30,384 | 15,752 | 359, 163 
= of Federal Reserve 
ent— 
eae 7,960 7,260 | 3,100) 2,500/ 5,625 | 3,000 3,120 | 3,753 6,656 1,000] 66,934 
Jan. 5, 1917.. 7, 960 7,260 | 3,100 | 2,500| 6,095 3,000 4,120 3,753 | 7,056 | 1,000/| 66,304 
Jan. 12, 1917... 7,210 7,260 | 3,100} 3,400; 6,595 | 3,000 4,120 | 4,383 | 7,356 1,000| 67,884 
Jan. 18-19 1917... -| 7,210 7,260 | 3,100} 3,400/| 7,635 | 3,000 3,620 | 4,708 | 7,756 | 1,000/ 67,149 
Issued to Federal Reserve 
Bank, net— 
ES eee 17,070 | 10,832 | 20,431 | 25,920} 7,183 20,484 | 22,235 | 24,163 | 14,781 | 300,511 
Jan. 5, 1917.... 17,039 | 10,655 | 20,385 | 25,375 | 7,178 19,462 | 22,186 | 23,619 | 14,781 | 300, 
Jan. 12,1917.... 16,992 | 10,614 | 19,194 | 24,830 | 7,173 19,438 | 21,511 | 23,182 | 14,767 | 293,440 
Jan. 18-19, 1917 16, 934 | 10,558 | 19,016 | 23,707 | 7,166 9,907 | 21,130 | 22,628 | 14,752 292) 014 
Ament held by Federal Reserve 
oo reduction of eae on out- | 
standing notes— 
Gold coin and certificates | 
on hand— 
ee eee 13,230 | 4,370 | 10,340 |........ 164, 567 
Jan. 5, 1917.. 13,230 | 4,370 | 10,340 |........ , 827 
Jan. 12, 1917.. ‘ 13,230 | 4,370 | 10,340 |........ 162, 877 
Jan. 18-19, 1917..... ‘ 13, 230 | 4,370 10, ee 163, 877 
Credit balance in gold 
redemption fund— 
Dec. 29, 1916. 1,004 1,065 | 1,293 461 | 15,376 
Jan. 5, 1917.. 982 1,016 1,249 461 » 855 
Jan. 12, 1917. | 63 | 958 971 | 1,212 447 | 14,125 
Jan. 18-19, 1917 | 156 927 915 | 1,158 632 | 13,554 
Credit balance with Fed- | 
eral Reserve Board— 
Dec. 29, 1916... 6, 250 | 14,260 | 10,830 | 14,320 | 102,580 
Jan. 5, 1917. 3, 250 , 260 | 10,830 | 14,320 | 99,610 
Jan. 12, 1917... 8, 250 | 14,260 | 10,130 | 14,320 | 97,510 
Jan. 18-19, 1917 8, 250 | 13,960 | 10,130 | 14,120 | 95,710 
As security for outstanding | 
notes— 
Commercial paper— 
Dee. 29, 1916. | 4,271 1, 700 
Jan. 5, 1917.. 3,771 000 1, 200 |. 
Jan. 12, 1917.. | 4,271 000 1,500 |. 
™ Pe 18-19, 1917 | 4,631 500 1,000 |. 
0 — 
Dec. 29, 1916 25,920 | 7,183 20, 484 | 22,235 | 24,163 | 14,781 | 300,511 
Jan. 5, 1917.. 25,375 | 7,178 9,462 | 22,186 | 23,619 | 14,781 | 300,280 
Jan. 12, 1917... » 24,830 | 7,173 9,438 | 21,511 | 23,182 | 14,767 | 293,440 
Jan. 18-19, 1917. ekcmaniend 13, 946 16,934 | 10,558 | 19,016 | 23,707 | 7,166 9,907 | 21,130 | 22,628 14, 752 | 292,014 


Memorandum 


Total amount of commercial 
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EARNINGS ON INVESTMENTS OF FEDERAL RESERVE BANKS. 


Average amounts of earning assets held by each Federal Reserve Bank during December, 1916, earnings from each class of 
earning assets, and annual rates of earnings on the basis of December, 1916, returns. 










































































Average balances for the month of the several classes of earning assets. 
| | 
Billsdis- | Bills bought} United One-year ? 
counted, in open States ‘Treasury ae a mi | Total. 
members. market. bonds. notes. atrants. 
DE runasschcanaves 0g sdetaedanantenles-asmebiedtin ,436, $12,038, 375 | $1,338,250 | $1,000,000 | $1,041,692} $21,854,682 
sede. sic einishsvsevaceceseecsvesd}ecescancohtn 6,454,118 | 39,472, 542 | 771,279 | 1,205,000 3,206,051 | 51, 108,990 
ss hi so rusdencncdasie con cuedatuedeupeeden’ 4,437,008 | 14,101,716 | 1,654,065 1,174,000 872,609 | 22,239,398 
ES cave ciebalecscdscacecacvewesensvecteshoncddmene 1, 205, 755 , 589, 687 7, 341, 821 618, 000 2,712,954 | 21, 468, 217 
pe TTC TTL CTTE TITEL TL eee er eee 2, 584, 218 2, 558, 044 740, 997 | 1,070, 000 60, 750 | 7,014, 009 
I ican ah atgidcnn a himekidede Me geplih xsnd cagiaidcwauans 2, 848, 801 4, 930, 352 1, 569, 375 000 | 403, 663 | 10, 576, 191 
0 |  eeee s | eee 3,571, 684 8, 848, 817 | 8, 355, 842 1,517,000 | 1,556,441 | , 849, 784 
ennai. ads ca ccabebnetnavcm tar «cn setehicnaaedinn 1,818, 527 6, 957,971 | 2, 208, 232 | 1, 556,903 | 12, 432, 633 
EDGE Fre Uk doce cccegelgesuccsedescocceactanesasach] 1,512, 100 5,514, 2,446, 100 | 700,000 | 675, 100 10, 847, 500 
SEES GOES a © ny ee ee. 580, 862 3,260,321; 9,113,624 963,000 | 270,137 | 14,187,944 
Ee doen cimsatanessschtecavaundcbecswcnded’ 910, 997 1,867,863 | 4,309,137 705, 000 | 120, 033 | 7,913, 030 
EDs cwdbithesctcedetvdnss Jchdcddvanvauts snweacewe 284, 112 13, 174, 840 | 2,633,750 | 500,000 | 1, 215, 764 | 17, 466 
MR ACc ac eaess Covdanthotatenb agesswdeacubctsenced 32,644,547 | 122,314,728 | 42,482,472; 11,167,000 | 12,692,007 221, 300, 844 
Nas AL is A ie: res eects eed he ais 
| Earnings from— Calculated annual rates of earnings from—- 
RE, Oe eet i : B ea dee 
| Bills dis-| Bills |_| United | One-year} Munici- p—". ¢ nF | United | One-year} Munici- 
| seem | im on nd States | Treasury | pal war-| Total. mem- | in open States | Treasury} pal war-/| Total. 
| bers market bonds. notes. rants. | bers. market. bonds. | notes. rants. 
| | 
| i P mt.| Per cent.| Per cent.| Per cent. | P P t 
er cent. ° Cc ° ° eT cé eT cen 
Boston............. | $19,476 | $27,972 | $2,396 | $2,610| $2,875 | $55,329 | 3.46 | 2. 66 | 2.05 | 2.98 3.16 2.90 
New York.......... | 18,551 92,479 1,305 , 045 8,179 | 123,559 3. 38 | 2.76 2.00 3.00 3.01 2. 87 
Philadelphia... ...| 13,562 | 30,908 2, 787 2,967 | 2,519| 52,743 3. 60 | 2.58 1.98 2.98 3.40 2.80 
Cleveland.... 3,916 20,941 14, 521 | 1, 545 } 9,021 49, 944 3. 84 2. 58 2.30 3. 00 3. 93 | 2.75 
Richmond..........| 8, 886 7,013 | 1, 282 | 2, 806 189 20, 176 3. 93 | 3.14 2. 00 3.00 3. 55 | 3. 29 
Mais oie nnnsces! 9,007 | 12,764| 3,433 2,136| 1,276| 28,616 3. 64 | 2.96 2.50 | 2.96 3.61 3.09 
Chicago............- 13,004} 19,493| 15,909/  3,793/ 4,200] 56,399 4.30 | 2. 60 2.25 3.00 3.19 _ 2.80 
eS ae 5, 588 15, 256 4, 207 | 2, 252 | 1, 556 28, 859 3. 62 | 2. 58 | 2. 24 2.98 3.30 2.73 
Minneapolis... ..... .| 5,826 | 12,200) 4,306; 1,750/ 1,782| 25,864 4.55 2.61 2.08 2.95 3.12 2.82 
Kansas City........| 2,533 7,811 | 17,479| 2,447 841} 31,111 5.13 2. 83 2.25 3.00 3. 67 2.59 
; yes 3, 868 4,945 | 7, 866 | 1, 782 | 334 18,795 5.10 3.15 2. 20 3.00 3.40 2. 86 
San Francisco. ...... 1,101} 29,024 4,382 1, 250 2,887 | 38,644 4.58 | 2.06 2.00 3.00 2. 80 | 2. 60 
Mo. esse | 105,318 | 280,806 79,873| 28,383| 33,659 | 530,039 3.81 | 2.71 2. 22 | 3.00 3.30 | 2.83 
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DISCOUNT RATES. 


Discount rates of each Federal Reserve Bank in effect Jan. 29, 1917. 





Maturities. 
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| Within | Within 11 to 30 | 16 to 30 | 31 to 60 | 61 to 90 |andlive-| To30 | 31 to 60 | 61 to 90 


| 
| 
| Discounts. Trade acceptances. 
| 
| 


days,in- days, in-| days,in-|days,in-| stock (days, in-| days, in-| days, in- 

= days. 15 days. clusive. | clusive. | clusive. | elusive. aa 5 | clusive. | clusive. | clusive. 
over 

| days. 

















Philadelphia 
Cleveland 
Richmond 
Atl 


























1 Rate for bills of exchange in open-market operations. 
2 Rate for trade acceptances bought in open market without member bank indorsement. 


P 8 ee for commodity paper maturing within 30 days, 34 per cent; over 30 to 60 days, 4 per cent; over 60 to 90 days, 44 per cent; over 90 days, 
per cent. 


Norte.—Rate for bankers’ acceptances, 2 to 4 per cent. 
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